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THE HOME MARKET. 


WE are glad to find that energetic movements have taken place for 
the promotion of American industry in the South. The true policy of 
this country is to protect THE HOME MARKET, by giving all possible en- 
couragement to our own manufactures and our own mechanics. These 
are the men who, with their families and dependants, consume the prod- 
ucts of the soil to a large extent. Their interests are closely inter- 
woven and identified with those of the merchant, the professional man, 
the agriculturist, and all other grades of society. ‘The common interests 
of the whole country are promoted by every bale of cotton that is manu- 
factured within the States ; by every ship that is built; by every plough 
that is made ; in fact, by every article that is manufactured within our 
limits. 

This policy, the true American sysTEM, has been warmly urged by 
Secretaries Hamilton, Rush, Meredith, and other heads of the Treasury 
Department. Mr. Rush has said, in one of his able communications to 
Congress, upon the condition of the country in 1824-1826, — “ This 
substantial prosperity is the result of the general industry, fostered by good 
laws, and a just economy in the public administration, — laws which, by 
enlarging the home demand for the productions of the soil, have aided 
in supplying deficiences in the foreign demand, and which, by superadd- 
ing to exports the results of manufacturing and those of agricultural labor, 
have tended to open new avenues to external traffic.” 

“The Reports from this Department, within these four years, have re- 
spectfully, but earnestly, urged upon Congress the expediency of fostering 
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manufacturing labor, under the conviction, deeply entertained, that in its 
success is largely to be found the true groundwork of financial power. 
It will ultimately unfold the means of providing revenue for the public 
wants, when war or other external events, not to be controlled, may 
abridge foreign commerce . The merchant, like the manufac- 
turer, requires, at proper junctures, the helping hand of Congress, and 
may suffer without it. Hence it has been the object, as it was the duty, 
of the Department, to invoke legislative favor for both these great inter- 
ests, under the belief that they flourish most when they flourish together ; 
that, in proportion as both flourish, in conjunction with agriculture (the 
invariable feeder of both), is the public treasury most likely to be kept 
full ; and that all plans of finance, that do not take the cooperating pros- 
perity of these three primary interests of the state as their foundation, 
must prove fallacious or short-lived. Such were the counsels of a de- 
parted statesman, whose name peculiarly lives in the records of this De- 
partment, — who was first placed at its head, directing its operations with 
a forecast so luminous as still to throw a guiding light over the path of his 
successors. His comprehensive genius, looking into futurity, and em- 
bracing in its survey all the interests that go to make up the full strength 
and riches of a great empire, saw the truth, now in course of corrobora- 
tion by our own experience, that the protection and increase of manufac- 
turing labor, far from stopping the springs of our commercial power, 
would but multiply and diffuse them.” 

Here is much truth added to sound political economy in a few words, 
and it is a matter of deep regret to those who wish such measures en- 
grafted upon the general policy of the country, that our existing tariff 


was framed without a due regard to these domestic claims. That the 
South is awakening to the importance of domestic manufactures, as a 
substitute for foreign labor, may be seen by the following extracts from 
an editorial article in one of our leading Southern papers (the Charleston 
Mercury). The sentiments contained in this extract are in keeping with 
those of our most able heads of the Treasury : — 


“ Encourage your own Mechanics. — Do not send abroad for help if you have work 
to do, when it can be done in your own neighbourhood, — perhaps at your next door. 
Encourage your own honest, industrious, faithful mechanics. They need all the 
work they can get. By such a course, you keep money at home, assist the worthy, 
and have just as good work performed. It is the only way to make a town prosper- 
ous, — to support your schools and churches. Where there is a disposition to send 
a hundred miles for articles that, to say the least, could be manufactured as well at 
your own door, there will always be little or no business done in the place, — the 
churches will be thinly attended, and all kinds of labor extremely dull. Wherever 
mechanics are the best employed, prosperity is seen, — the social virtues predomi- 
nate, travelling mountebanks and peddlers retire in disgust, and a kindly, brotherly 
feeling is experienced, which is the source of unspeakable happiness. 

** Whatever you have to be done, look around and see if your neighbours cannot 
do it. ‘If you have a house to build or a shoe to tap, a harness to be made or a pump 
to be bored, a pack of business cards to be printed ora well to be dug, just look 
among your neighbours, before you undertake to send abroad ; and if you have none 
around you capable of the task, it will be time enough to look elsewhere. It isa 
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wrong idea, to suppose nothing is serviceable that is made at home. We know of 
many instances where men have refused to purchase work made by their neigh- 
bours, and sent to a distant city for the articles they needed, and paid a third more 
for them, when, behold! they had been manufactured and sent away to sell by the 
very neighbours of whom they refuse to purchase. 

“ Let it be the motto of all, —I will encourage my own neighbours. In turn you 
will be encouraged also. A mutual feeling of good-will and kindness will spring up 
in your midst, and prosperity will be observable in every street and every dwelling.” 


The same principles applied to our foreign trade (and they apply to 
one as well as the other) would place upon a more permanent footing 
the great American system. We would place such restrictions upon 
foreign goods as would enable our own manufacturers to compete with 
cheap foreign labor and cheap foreign capital. Our manufacturers con- 
sume the products of agricultural labor, — our agriculturists, north and 
south, east and west, should consume the products of our own spindles. 

When free trade shall be adopted by European states, it will then be 
ample time to engraft such a policy upon our own country; but when 
we find that Great Britain levies a duty of nine millions sterling upon 
three articles that are the growth of North America, while the aggre- 
gate custom-house revenues of the United States are no more, it 
would seem to be sound economy that we should take care of ourselves. 
The three articles we allude to are sugar, molasses, and tobacco, the 
duties on which, in the year 1848, were as follows : — 

Tobacco and snuff, ‘ é . . £ 4,350,000 or $ 21,750,000 
Sugar and molasses, j ‘ 4 . 4,741,000 or 23,705,000 


being forty per cent. of the aggregate duties realized for the year by 
Great Britain. 

The true policy of the South is identical with that of the North, and 
“they will flourish most when they flourish together.” We are one 
large family, bound together by the strongest ties, and whatever injuri- 
ously affects one will in a similar degree affect the other. Let each 
State foster the labor of its own people, and purchase of other States 
whatever is not produced within its own limits. And the industry of the 
whole should be fostered by the helping hand of Congress, or, as Mr. 
Secretary Meredith says, “I entertain no doubt of the rightful power of 
Congress to regulate commerce, and lay imposts and duties with the pur- 
pose of encouraging our own industry.” 

In broad contrast with these self-protecting notions we find the follow- 
ing remarks upon our tariff in the London Times. We republish the ar- 
ticle entire, in order to show the important light in which this country is 
held as a purchaser of English goods. The two countries are so differ- 
ently placed in regard to labor and capital, that no one system can be 
adapted to both. We are bound to protect our own manufactures to such 
an extent as will compensate for the extra cost of capital and of labor in 
our own country, until these two material items of cost are more upon a 
level with those of Europe. It has been very justly said, that the ma- 
terial happiness of a people is greatest when the national wealth is in- 
creasing more rapidly than the population ; when the demand for labor is 
ever in advance of the supply. 
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THE UNITED STATES TARIFF. 
From the London Times, September, 1850. 


Tue advocates of what are called protectionist principles seldom at- 
tempt to apply them universally, or to estimate the consequences that 
would follow the adoption of their doctrine by all nations with respect to 
every commodity which was supposed by those who produced it to need 
protection. In each country the protectionist chooses a particular article, 
which he endeavours in spite of nature to produce, by excluding com- 
petition, — at great cost obtaining an inferior commodity. But with re- 
spect to all others except this one article of his peculiar affection, he 
leaves them to make their own way. This policy, however, is never 
pursued without plausible pretences. In no one case does any one pro- 
pose plainly to protect a particular production on the plea that, if such a 
system be not adopted, the public will get a better and a cheaper article 
from abroad. Some great political end is said to be the real object to 
which the plan of restriction is to contribute, and thus the public are per- 
suaded to put up with a clear and undeniable loss, in the hope of reaping 
some undefined and shadowy benefit. 

The American tariff is based upon a theory of this description, and 
is certainly distinguished by an approach to consistency throughout. In 
precise proportion to its consistency, however, is its departure from the 
plain dictates of common prudence ; and every victory on the part of its 
friends is an additional triumph over the native, shrewd good-sense of our 
Transatlantic brethren. The objects sought to be obtained by the tariff 
are two;— first, to collect a revenue to meet the current expenses of 
government, and next, to create home manufactures: the latter being in 
the minds of many the chief purpose, — for which it was originally pro- 
posed and is now maintained. The supporters of this fostering scheme 
acknowledge, without hesitation, that at the outset it must entail loss to 
the community ; but they assert that in time the country will, by the an- 
nual expense incurred in the process of home manufacture, obtain within 
itself a great manufacturing power, — that this will be able at no distant 
period to compete with all foreign rivals, either at home or abroad ; and 
that in the mean time, to gain this great end, the nation does wisely to 
bear the cost which the tariff proposes. 

A theory like this, employed in one instance as a justification for a 
peculiar class of imposts, becomes a dangerous precedent, as it can be 
applied to every species of production, and it is impossible to assign the 
precise limit that should be put to the expense at which it should be car- 
ried out. By what rule are we to determine the amount which the nation 
may wisely pay to obtain the power of exclusive home manufacture ? 
And if the state begins thus to interfere with the natural growth of 
manufactures, when can it say the protection asked for in this case is 
needed, not because of the local and peculiar difficulties in opposition 
to which the manufacturer is attempting to produce a given commodity, 
but because of his own want of judgment or skill? How can the legis- 
lature avoid becoming a check upon ingenuity, energy, and prudence, 
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while endeavouring to supply the aid derived from natural advantages 
and a long established system? This question at the present moment 
forces itself upon the Congress of the United States under somewhat re- 
markable circumstances. The present prosperous condition of trade has 
filled the national exchequer. So far, then, as regards revenue, the ob- 
jects of the liberal tariff have been accomplished. At this precise period, 
however, a cry is raised by the iron and coal interests of Pennsylvania, 
which insist upon the necessity of further protection in the shape of an 
increased duty on all imported coal and iron, — pointing, in justification 
of their demand, to the prostrate condition of the trade in both of those 
products throughout Pennsylvania. The answer given to this demand 
demonstrates the mischief which is necessarily the result of this attempt 
to foster home production. One member, a representative in Congress 
of the State of Pennsylvania, presents the petitions and advocates the 
claims of the iron and coal merchants, his constituents. His colleague, 
evidently representing the interests of the community in his State, de- 
clares that the distress of which the merchants and producers complain is 
only attributable to over-trading, and adduces the similar condition of 
similar interests in England as an illustration in support of his assertions. 
The argument, put into other words, would in fact be this: — The pres- 
ent difficulties under which the trade now labors are not the result of 
any natural inferiority, but of want of prudence; the present amount of 
unsold and unsalable produce is not the effect of foreign competition, 
but of over-production. It is not that England can produce so much 
more cheaply a better article than is produced in America, but because 
more has been produced in America than the community requires. 
This argument, however, if good as a reply to the present demands of 
the Pennsylvanian coal and iron interests, is valid as against any protec- 
tion of these articles. The people of the United States raise against 
themselves the prices of these two most important articles, simply to give 
an undue value to the lands in which the coal and iron are found, and 
thus to enrich a few individuals at the expense of the whole community. 
In these cases there is no skill to be attained and fostered which might 
be supposed to be of impossible attainment without some such assistance. 
If England can produce these articles with less expense of labor and 
capital, it is because labor is cheaper with us than in Pennsylvania, and 
the natural difficulties to be overcome are smaller here than there. The 
skill of the engineers and workmen is equal in all respects, and therefore 
no such national object as that proposed by the chief supporters of the 
tariff can be obtained by prohibitory duties on these two great articles of 
consumption. 

This view of the subject seems to have been taken by those who ad- 
duce the flourishing state of the customs of America as a reply to those 
who seek to increase the restrictions of the tariff. For a flourishing re- 
port from the customs means that a great foreign importation has taken 
place, and that, in spite of the attempts made to foster native productions, 
foreigners can still successfully compete with them; and that in so far 
one object at least of the tariff has not been obtained. If, indeed, we 
put aside all consideration of creating a native system, then the flourish- 
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ing state of the customs is a symptom of unmixed good. It shows that 
the indirect system of taxation adopted by the American people obtains 
the revenue needed without leading to the exclusion of the cheaper 
and better foreign productions which they need, —and if revenue only, 
and not protection, be the object sought, the wise plan in such a case 
would be to tax home and foreign productions alike. By such a course 
no expense would be thrown away upon unprofitable, i. e. less profit- 
able labor; and capital, if employed in the United States under such cir- 
cumstances in the producing of iron and coal, would be so employed, 
because it could compete with foreign capital engaged in the same way 
in foreign countries. The American people would, by such a system, 
reap the full benefit of all the wonderful natural advantages which their 
country confers on them. Capital, under the direction of individual 
interest, skill, and industry, would flow to the most productive employ- 
ments ; the difference of price produced in all commodities by the tax 
would all go to the exchequer, and would not, as it now is, be in great 
part thrown away in useless expenditure. 


A CHAPTER ON DIAMONDS. 
From the London New Monthly Magazine. 


Go p threatens to become quite common, so much so that it may pos- 
sibly, but not very probably, become as vulgar to have a sovereign in 
one’s pocket as to have a farthing. Diamonds, on the contrary, have 
ever retained their pristine rarity and value. The discovery of a large 
diamond has ever constituted a page in mineralogical history ; and as if 
all the little diamonds were concentrated at the last into one, or the 
dying flicker was the brightest flame, the elimination of a large diamond 
has generally worked the decay of a mine. Golconda was scarcely ever 
heard of after the discovery of the Koh-i-nur. The history of a large 
diamond is also far more curious than could be imagined, and the posses- 
sion of such has even affected the fate of Oriental kingdoms. 

True, that modern chemistry has endeavoured to reap advantage from 
the wondrous discovery made by Sir Isaac Newton, — purely from the 
optical properties of this invaluable gem, — that it was of a combustible 
nature ; and that, with the resuscitation of alchemical powers of old, by 
means of powerful galvanic batteries it has endeavoured to assimilate its 
elements into a similar compound ; but success has not hitherto attended 
the efforts made to that effect. The all-powerful electric current was 
made to reduce this hardest and most brilliant of pretious stones to mere 
gaseous products, confirming that which had been before premised, that 
its basis was carbon, — the chief element of vegetable, and not mineral 
matter; but no amount of ingenuity, science, and skill has succeeded in 
converting gaseous or solid carbon into diamond. A variety of circum- 
stances have thus combined to give permanence to the value of this most 
singular precious stone, to leave the “ Mountain of Light” with scarcely 
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a rival ; to sustain the pecuniary, if not the moral and political, value of 
the Nishan, and even to impart a factitious interest to a prince from the 
Highlands of Hindustan. 

This valuable stone seems to have been known from the most remote 
period of antiquity. We find that it was associated along with the eme- 
rald and the sapphire in the second row of the twelve precious stones on 
which the names of the children of Israel were engraved, “‘ every one 
with his name according to the twelve tribes,” and these were set in the 
breastplate of judgment worn by the high-priest. It has been supposed, 
that, as distinct names have been given to swords, to the two pillars that 
were reared in the porch of the Temple at Jerusalem, and to the two 
chief diamonds of the East, the ‘* Mountain of Light” and the “ Sea of 
Glory,” the Urim and Thummim, which adorned the breastplate of 
the high-priest when he went into the “ holy of holies,” were also dia- 
monds. But the researches of Egyptian archeologists have established 
that these were small oracular images, similar to the Teraphim, personi- 
fying revelation and truth, and derived, according to Sir Gardner Wil- 
kinson, from Thmei, the Egyptian Goddess of Truth and Justice, gen- 
erally represented as a double person, or, according to Arundale and 
Bonomi, of Ré, the sun, and Thmei, truth, as on the breastplate worn by 
the Egyptians. 

A diadem, to which succeeded crowns, was originally a simple fillet, 
fastened round the head, and tied behind. Among the Jews, the diadem 
was worn by the high-priest; sometimes a diadem, sometimes a crown, 
by the kings. The state crown (atarah) was of gold, set with jewels. 
Such was the crown which David took from the king of the Ammonites 
(2 Samuel xii. 30), and afterwards wore himself, as did probably his 
successors. The more ancient Egyptian sculptures represent royal 
crowns in the shape of a distinguishing tiara, cap, or helmet, without 
gems ; but the head-dresses of the Assyrian kings, disinterred by Lay- 
ard, exhibit high mitres, or tiaras, evidently adorned with jewels, among 
which was most probably the diamond. Many other ancient Asiatic 
crowns exhibit the same appearance. The crown in the time of the 
lower empire was a fillet, tied in a knot behind, and adorned with pearls 
and diamonds, either in a single or a double row. The diadem thus dec- 
orated may be observed on some of the coins of Constantine and Jovian. 

The diamond has continued almost ever since to constitute an orna- 
ment to the royal head-dress. On days of high ceremony, the empress of 
Russia was wont to wear a crown of diamonds, and the collars and two 
stars of the Orders of St. Andrew and St. George emblazoned in her 
vest. It does not appear that there were any diamonds in the crown rega- 
lia of Hungary, and which used to be watched by two keepers night and 
day, till forcibly removed by the over-zealous patriots of the last insur- 
rection. ‘The crown of St. Stephen was of pure gold, and weighed four- 
teen pounds. It was decorated with fifty-three sapphires, fifty rubies, one 
emerald, and three hundred and thirty-eight pearls. 

The profusion of diamonds at Oriental courts is well known. The 
general and ambassador from Nepaul, and his brothers, have been lately 
astonishing the Londoners with their displays of precious stones. In 
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Persia and in Turkey, all military and civil decorations abound in dia- 
monds. A snuff-box for an acceptable present must be set with the 
same costly gems. The court of Russia still retains, likewise, many 
traces of Asiatic pomp, blended with European refinement. Coxe, in 
his travels, says, — “* Amid the sumptuous articles which distinguish the 
Russian nobility, none, perhaps, is more calculated to strike a foreigner 
than the profusion of diamonds and other precious stones which sparkle 
in every part of the dress. In most other European countries, these 
costly ornaments are principally appropriated to the ladies ; but here the 
men vie with the fair sex in the use of them. Many of the nobility 
were almost covered with diamonds; their buttons, buckles, hilts of 
swords, and epaulets, were set with diamonds ; their hats were frequent- 
ly embroidered, if I may use the expression, with several rows, and a 
diamond star on the coat was scarcely a distinction.” 

At the drawing-rooms held by Queen Victoria, the same precious 
stone is often displayed in no small profusion, and some ladies might on 
such occasions be almost said, in the language of the poet, to be ‘‘ walled 
about with diamonds.” Yet diamonds are costly things when small, as 
well as large. The dowager queen of Spain had a necklace and ear- 
rings reset in France, composed entirely of brilliants, which cost half a 
‘million of francs. Doubtless, at routs and assemblies many figure away 
in factitious show, — 


Faux brillants, et morceaux de verre, 


as Boileau has it, — but real diamonds can seldom be mistaken; there 
is a sparkling lustre and luminous brilliancy, which so far transcends all 
other gems, that those who have once seen will easily recognize them 
again. ‘The cymophane (chrysoberyl or chrysolite) is the only gem that 
can compete with it. 

The Greeks called this gem “ adamas,” unconquerable, from whence 
our “adamant.” It was esteemed victorious over fire, and capable of 
resisting the hardest things. The test of a diamond, in the Brazils, is 
said to be, to resist the strongest blows of a hammer when placed in a 
stone. A talisman among the poetic Easterns, it was esteemed by the 
Romans favorable under the planet Mars. The notions of the ancients 
about diamonds have, indeed, been always full of the mystical. Accord- 
ing to Pliny, there existed between the diamond and the magnet a natu- 
ral antipathy. By the alchemists it was supposed to cure insanity, and 
to be an antidote to poisons ; and yet, strange to say, Paracelsus is re- 
corded to have been poisoned by diamond-powder. It having become a 
common saying that a diamond was softened and broken if steeped in 
the blood of a goat, Sir Thomas Brown averred, in his anxiety to correct 
so vulgar an error, that a diamond being steeped in goat’s blood rather 
receives thereby an increase of hardness ! 

From the extreme brilliancy of the diamond, and its purity, it was 
consecrated to all that was celestial, and, accordingly, supposed that it 
would triumph over all means employed to subdue it, the solar ray ex- 
cepted. It did triumph, indeed, over the hot furnaces to which it was 
exposed in the crucible of the alchemist; but the spell which united it to 
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the sunbeam is now dissolved, and it has yielded to the severity of the 
torture and inquisition of modern curiosity. 

Newton, we have seen, reasoning from its great density and high re- 
fractive property, concluded that the diamond was combustible, or, to 
use his own language, “an unctuous substance coagulated,” though he 
was, in some measure, anticipated by Boetius de Boot, in 1609. The event 
has amply verified this conjecture, and the Tuscan philosophers and the 
Honorable Mr. Boyle ascertained the fact. The first grand experiment 
to prove the combustibility of the diamond took place in the presence of 
Cosmo III., Grand Duke of Tuscany, wherein the diamond being exposed 
in the focus of the great lens (still in the Grand Duke’s laboratory at Flor- 
ence), it was entirely volatilized, thus corroborating the ancient tradition 
that the solar ray would triumph over it. Guyton de Morveau, and others, 
consumed the diamond ; and it was readily dissipated in the focus of the 
great mirror of Tchirnhausen, as Murray believes it subsequently was in 
that of Parker’s burning-lens. In the year 1771, Macquer observed the 
diamond to inflame. Guyton de Morveau had proved that the diamond 
was destroyed when projected into red-hot nitre; and it was also burnt 
by means of melted nitre in a gold tube, by Mr. Tennant. When frag- 
ments of diamond were introduced into the brilliant arch of flame 
evolved between points of charcoal in the galvanic batteries of the Royal 
Institution, consisting of 2,000 double plates, and exposing a surface of 
128,000 square inches, they rapidly disappeared, being completely vola- 
tilized. The diamond may be easily consumed, Murray also tells us, by 
being placed in a cavity of charcoal, and urging on it the flame of a 
spirit-lamp, by means of a stream of oxygen. 

So far the combustibility of the diamond was completely ascertained, 
but its nature remained still undetermined. Lavoisier had proved and 
pointed out that carbonic-acid gas was evolved as a product both in the 
combustion of the diamond and that of charcoal, and thus their identity 
was inferred. The researches of Clouet, Messrs. Allen and Pepys, and 
others, have confirmed this conclusion. Sir George Mackenzie converted 
iron into steel, by powdered diamonds. Mr. Children’s immense battery 
consisted of twenty triads, each six feet long by two feet eight inches 
broad, exposing a total surface of thirty-two feet; when iron, with dia- 
mond-powder interposed, was exposed to its influence, the iron was con- 
verted into steel, and the diamond disappeared ; and, Mr. Smithson Ten- 
nant having placed a diamond in a gold tube, supported in a state of incan- 
descence, a stream of oxygen, by means of gentle pressure, was made to 
traverse it, and the result proved that the oxygen was transformed into 
an equal volume of carbonic-acid gas, which was found in an opposite 
receiver, resting over mercury. Sir Humphrey Davy, when at Florence, 
made some experiments with the Grand Duke’s burning-lens on the com- 
bustion of the diamond. He found that when the gem was introduced 
into a glass globe supplied with oxygen, and kindled by the lens, it con- 
tinued to burn after it was removed from the focus; the oxygen was sup- 
planted by an equal volume of carbonic-acid gas, while there was no 
deposit of aqueous vapor. On the other hand, when plumbago and 
charcoal were consumed under similar circumstances, there was a sensi- 
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ble diminution of volume, and also a formation of watery vapor, clearly 
proving that the latter contained hydrogen. Experiment has thus un- 
equivocally demonstrated that the diamond is pure crystallized carbon. 

We have before observed that attempts have been made, both by means 
of the galvanic battery and the compound glass blowpipe, to form dia- 
monds artificially ; but the attempts have as yet met with no greater suc- 
cess than the endeavour to make the Unio margaritifera, or Meleagrina 
margaritifera, from pearls at command. These mollusks either would 
not obey the commission, or the pearls they did produce were misshapen, 
unsightly, and worthless. 

The diamond is the hardest of all known bodies; it cuts the hardest 
crystals, even rubies and sapphires, and the Oriental amethyst. Nothing 
but diamond-powder, obtained by rubbing two diamonds against each 
other, can polish it; and it is cut by fragments of diamond set in a maul. 
It requires a temperature of 5,000° Fahrenheit for combustion. When 
exposed to the sunbeam, and carried afterwards into darkness, it exhibits 
phosphorescence ; and it is said that such diamonds as do not display this 
peculiarity may be made to do so by dipping them into melted borax. 
It becomes phosphorescent also when fixed to the prime conductor of an 
electrical machine, and a few sparks are taken from it. The primitive 
form of the diamond is the octohedron; hence its varieties are usually 
curvilinear polyhedrons, with a lamellar structure, the joints being paral- 
lel to the faces of the octohedron. The specific gravity and comparative 
hardness vary, but the former is generally estimated at 3,500, water 
being 1,000. 

Tradition has always associated the diamond in some mysterious man- 
ner with the sun. We have seen that it was supposed that it would 
triumph over all means employed to subdue it, the solar ray excepted. 
Science has, to a certain extent, corroborated tradition in fusing it by 
means of the lens. It becomes, as it were, impregnated with an excess 
of solar light, and carries it as a so-called phosphorescent body into the 
dark. Its refractive power exceeds that of any other body. Under an 
angle of incidence exceeding 24° 13’, it refracts every glimmer of light, 
which gives rise to its unrivalled brilliancy. It seems, in fact, as if it 
were an intimate union of a ponderable and an imponderable, and that it 
embodied in itself the three kingdoms of nature. It is vegetable, by its 
basis of carbon ; it is united to the world of imponderables by its incorpo- 
rated light; and the resulting compound belongs, by its hardness, &c., 
to the mineral kingdom. As if so precious a compound could only be 
generated where the solar ray is most energetic, its habitat has also been, 
until lately, confined to localities ranging within the limits of 18° on 
either side of the equator, in Asia and South America. 

It is fair to observe, in opposition to these somewhat imaginative views, 
that some philosophers are content to look upon the diamond as the hum- 
ble product of vegetable secretion, like amber. As silica is abundantly 
secreted by some grasses, and carbonate of lime by some of the chara 
tribe, as semi-opal has been met with in the joints of the bamboo, and 
wood-stone in logs of teak-wood, so it has been suggested that the dia- 
mond may be also a secretion from some patriarch and antediluvian 
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boabab or banian tree. The diamond, it is to be observed, is not found 
in rocks, but only in detritus, as gravel or mud conglomerates in beds of 
rivers and deep ravines on the slopes of mountains.* Linschoter asserts, 
that in the East Indies, when they have cleared the diamond-mines of all 
they can find, a new crop is produced in a few years. This, we need 
not remark, is more than problematical ; yet certain it is, that, at the 
present day, no one knows where the diamond comes from, and all we 
do know is, that it has not been found in a rock, like all the other minerals, 
and that it is a compound, as before observed, of the basis of all vegetable 
matter, and of solar light. 

In Asia, the diamond has been found most abundantly in the territory 
of Golconda and Visapoor, in Bengal, in the central and southern parts 
of India proper, in the peninsula of Malacca and Island of Borneo; in 
America, mainly in the Brazils. In India, the diamond is found in a 
species of indurated ochrey gravel; in the Brazils, it is found in loose 
gravel, consisting principally of rounded quartz pebbles, mixed with sand 
and oxide of iron, and accompanied with blue, yellow, and white topazes 
(Nova Mina diamonds). Diamonds have also been found in conglom- 
erates of recent volcanic origin, called amygdaloids by geologists. Dia- 
monds have been recently discovered on the western declivity of the Ural 
Mountains, in gold and platinum sands, and a diamond is reported to have 
been found in Ireland, in the bed of a brook flowing through the district 
of Fermanagh, — probably a white topaz. t 

When diamonds are colored, it is by the presence of some adventitious 
substance. The various tints of yellow are supposed to be produced by 
the oxides of iron or manganese, and green by oxides of nickel or chro- 
mium, as in the case of the Oriental sapphire, the spinelle, ruby, and 
emerald. Diamonds have been met with of brown, blue, yellow, gray, 
red, green, and even black colors. 


*T he celebrated traveller, Marco Polo, relates of the diamond mines in the king- 
dom of Mursili, that the natives ascend the mountains in the summer-time, “ thoug 
with great difficulty, because of the vehemence of the heat, and find abundance of 
those precious stones among the gravel. In this they are likewise much exposed to 
danger, from the vast number of serpents of enormous size, which shelter themselves 
in the holes and caverns of these rocks, where, nevertheless, they find diamonds in 
the greatest abundance. Among other methods of obtaining them, they make use of 
this: there are abundance of white eagles that rest in the upper part of those rocks, 
for the sake of feeding on the serpents; and in the deep valleys and precipices, where 
men are afraid to venture themselves, they throw pieces of raw meat, which the 
eagles, perceiving, immediately stoop and seize it, with al] the little stones and gravel 
that cihere to these moist pieces of meat. Such as search for diamonds watch the 
eagles’ nests, and when they leave them, pick up such little stones, and search like- 
wise for diamonds among the eagles’ dung.” The well-known Julius Cesar Scaliger 
was extremely offended with this relation ; but Pinkerton justly remarked upon it, 
that the Venetian was imposed upon by the natives, who were anxious to preserve 
the trade in their own hands, and to deter strangers by such fables (the Oriental origin 
of which is manifest enough) from attempting the search themselves. 

t According to Heeren, diamonds were an article of commerce carried on between 
the Carthaginians and the Etruscans; and there is every reason to believe that there 
are mines of diamonds in inter-tropical Africa, which are quite unknown in the 
present day. 


(Conclusion in our next No.) 
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BANK STATISTICS. 


DISTRICT OF COLUMBIA. 


Bank of the Metropolis, Washington, D. C. 


LIABILITIES. Feb., 1846. 


Capital Stock paid in, he Uy ke tile st ten 


Profit and Loss, 


42,950 


Individual Deposits, including dividends — . 294,646 


Circulation, ° ° . ° ° ° 147,425 
Public Deposits, e ° ° » ° . 7,347 
Bank Balances, ° ° . ° > F 50,414 
Total Liabilities, ve er + «© « § 1,042,782 
RESOURCES. Feb., 1846. 

Bills and Notes Discounted,, . . . « «+ § 700,992 
Real Estate, . ae ill oe ay 41,034 
Bank of Metropolis Stock, ° ° ° ° ° 51,900 
Corporation and other Stock, . . . «. . 14,000 
Bank Balances, . ° ° ° ° 77,238 
Notes and Checks of eter Banks, ° os . 37,915 
Specie on Hand, at a ee ee ee 119,703 


Total Resources, . ° ° ° ° ‘ « $1,042,782 


{[> The charters of all the banks in the District of Columbia expired some years since, 
and Congress refused to renew them. They are now, in fact, private banks, being in the 
hands of trustees for the benefit of the stockholders. 


Capital paid in, 
Circulation, 


SOUTH CAROLINA. 


Bank of Georgetown, Georgetown, S. C. 


LIABILITIES. June 8, 1846. 


mide s on nt” es 
bead le oe 2 


Individual Deposits, . . . : . : - 30,204.28 


Surplus Fund, 


13,183.86 





Total Liabilities, . . . . : ° - § 566,174.14 


RESOURCES. June 8, 1846. 


Notes Discounted, Se ee . P . § 200,129.46 


Suspended Debt, 


; Les 10,983.17 


Exchange on New York and Cade, ° ° - 198,774.68 
Specie on Hand and Balance in New York, &c., . 141,086.83 
Bonus and Bank Fixtures, . . . e ° - 5,200.00 


Real Estate, . ‘ - : 5,000.00 
Bank Stock taken for Debt, . - ° ° ° - 5,000.00 
Total Resources, . ° : ° ° - § 566,174.14 


Sept. 11, 1850, 
$ 353,300 
67,274 
385,431 
99,117 

3,060 

64,790 


$ 972,972 


Sept. 11, 1850. 
$ 619,488 
50,366 


10,316 
162,141 
13,493 
117,168 


Y 979 979 
§ 972,972 


June 29, 1850. 
§ 200,009.00 
350,207.00 
37,008.55 
38,829.17 


$ 626,044.72 





June29, 1850, 
§ 194,815.32 
8,268.27 
180,210.71 
234,750.42 
2,500.00 
5,500.00 


$ 626,044.72 
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THE LONDON STOCK EXCHANGE. 
From the London Bankers’ Magazine. — Continued from Dec. No., 1849, p. 445. 


Havine described in our last number the operations of a “ Bull” 
speculator on the Stock Exchange, we ought now, perhaps, to notice the 
course of proceedings adopted by his “ natural enemy,” the “ Bear” ; 
but as the various transactions incident to a Bear account would require 
more space for their explanation than we can afford this month, we shall 
reserve the Bear for description in our next number ; confining our pres- 
ent notice to a species of Stock Exchange operation, which those who 
are unacquainted with the peculiar business of Capel Court may find 
interesting. 

Many of our readers have, no doubt, seen occasionally in the “ City 
Articles” of the daily journals a paragraph of this kind : —“ As an in- 
dication of the state of feeling in the market, we may notice that an ex- 
tensive jobber offered one fourth per cent. for the ‘put’ of a large 
parcel of Consols for the next account”; or that “the ‘call’ of 
£ 50,000 of Consols was given by a jobber to-day at one eighth for the 
account.” The put and call referred to in those paragraphs are the 
terms used to express the operations of the jobber, who agrees to accept 
or to deliver the amount of stock specified, on the next account-day, for 
the percentage agreed upon. When he sells an option, he agrees to 
either accept or deliver a specified amount of stock at the prices stated 
when the option is taken, at any time during the continuance of the ac- 
count. In explanation of the transactions referred to, we will notice 
each separately. 

Suppose a party, unwilling to risk an indefinite sum on a speculation 
in the funds, by either buying or selling for the account, has reason to 
think that the quotations of the funds will improve considerably in the 
course of a short time, and is anxious to turn the matter to his advantage. 
He may, in such a case, do so, by purchasing the call of a jobber, by 
which means he has a fixed limit to his loss in case his opinion should 
turn out to be incorrect. Consols are, say, at the quotation of 92, and 
the speculator wishes for the call of £ 10,000 stock: he sends his broker 
into “ the house,” who inquires of a jobber at what rate he will sell the 
call of £ 10,000 for the next account; in other words, he inquires at 
what rate per cent. the jobber will undertake to deliver this amount of 
stock at the settling, or pay the difference in price between that which 
may be agreed upon at the time the call is taken, and the quotation on 
settling-day. The jobber will, perhaps, say that he will give the call of 
£ 10,000 of Consols at 93 for the account-day for one eighth per cent., 
being £ 12 10s. on the amount of stock specified. If these terms are 
agreed to, the transaction will stand as follows, as regards the party who 
makes the speculation with the jobber. If, at any time before the ac- 
count-day, the funds should rise from their price of 92 to any price 
above 92, he can “ call” upon the jobber to deliver the stock at the ad- 
vanced price, or pay the difference. Hence, if the price rose to 94, he 
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would gain one per cent., or £100 on £10,000 of stock; whereas, if 
the price during the continuance of the account at no time exceeded 93, 
he would lose the £ 12 10s. paid for his right to call, as he, of course, 
would not call for the stock if it fell below the quotation fixed as that at 
which his profit was to commence. 

A person who buys the right to put an amount of stock on the jobber, 
is in an exactly opposite position to the man who buys the call. The 
latter is a Bull, and expects a rise in prices; the former wishes to have 
the opportunity to put an amount of Consols at the price fixed, because 
he expects a fall below that price, and is accordingly a Bear. If the 
jobber does not expect a decline in prices during the time the account 
continues of more than one per cent., he may give the right to put 
£ 10,000 of Consols on the same terms as the jobber who took the call 
for £12 10s. The speculator, therefore, purchases the chance of gain- 
ing the percentage to which Consols may fall below the price agreed 
on with the jobber,—say 91. This price is one per cent. below what 
we have supposed to be the market price of the day, and until that limit 
be reached, therefore, the speculator can gain no advantage from his 
right to put. 

If a speculator wishes to take the chance both’of a rise and a fall, he 
purchases of a jobber “‘ an option for put and call” ; that is, the right 
to either call for or put a certain amount of stock at the prices which 
may be determined on. In the case supposed, if the option is taken by 
the jobber at one eighth per cent., the speculator, for a sum of twenty- 
five pounds, can call upon the jobber to deliver or accept of £ 10,000 
Consols at any price above or below the quotations agreed on, — say 93 
for the call, and 91 for the put, and at any time during the continuance 
of the account. 

The settling-days are now once a month, and the terms required for 
an option depend of course on the time of the month when the transac- 
tion takes place, and on the probability of fluctuations. If the account- 
day is to happen within three or four days from the date when the option 
is bought, the risk of loss to the jobber is proportionably less than when 
a longer period, with greater chance of fluctuations, has to elapse ; and 
if the market is steady, and the condition of affairs abroad and at home 
satisfactory, the percentage asked by the jobber is proportionably less 
than when matters are unsettled. When this is the case, the jobbers 
rather decline options, or only grant them at high rates, in the same way 
as an underwriter increases or diminishes his rate of premium, according 
to his risk of loss by weather or a foreign enemy. 

Some of the jobbers who deal in options occasionally, we believe, 
grant them from the price of the day, without fixing themselves the quo- 
tations at which the put and call are to come into operation ; but when 
this is done, except the account-day is very close at hand, a higher per- 
centage is charged, in consequence of the greater chance of fluctuation. 
The rate also depends always on the jobber’s opinion of the probable 
future condition of the market. If he expects a fall, he will sell the call 
ata much lower rate than the put, his object being always to have a 
wide margin when he thinks the risk is greater than usual. 
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BANK LIBRARIES. 


From the London Bankers’ Magazine, 1849. 







‘** Amone the means of training clerks for superior offices we give a high 
rank to the formation of a library of banking books, to which the whole 
of the establishment shall at all times have access.” This observation is 
taken from the new edition of Mr. Gilbart’s “ Practical Treatise on 
Banking,” and we think we shall render a good service to the banking 
interest by placing the subject more prominently before our readers. 

It is unnecessary to prove that books on banking must be useful to 
those who are engaged in the business of banking ; but every one who is 
thus employed has not the means of purchasing a library, nor is it neces- 
sary. The same book may be read by a hundred persons, and impart 
as much information to each as if he were the only reader. To peruse 
a collection of books is, therefore, the most efficient and the most eco- 
nomical means of imparting knowledge to the present and future mem- 
bers of a banking establishment ; and as the bank will derive great ad- 
vantage from the knowledge thus diffused among its officers, it seems 
only just, as well as kind, that the library should be supplied at the ex- 
pense of the bank. 7 

We may be told that every manager has already a collection of books 
on banking. Be itso. We say nothing of the tax thus imposed on the 
manager. A greater evil is, that these books are locked up in the mana- 
ger’s bookcase. They are never read by either the directors or the 
clerks. The manager may have read them through once; and then, 
perchance, they have been elegantly bound and placed as pieces of up- 
holstery to adorn his private rooms. Had they been the property of the 
bank, they might have imparted to each director, and to each officer of 
the establishment, as much information as they have imparted to the 
manager. By subsequent conversation their knowledge would have 
been still further increased ; and should the manager, by death or retire- 
ment, leave the bank, the books would remain for the use of the future 
managers and future clerks. 

We have been sometimes asked to furnish a catalogue of books on 
banking, sufficient to form a library. This is not necessary. The plan 
we would recommend is, that the directors vote £20, £ 10, or even £5 
A YEAR to the purchase of books for the use of the office, leaving the 
choice to the manager. Having but a small sum to lay out, he will be 
careful in the selection ; and as the new books will never be numerous 
they are the more likely to be read. In a few years it will be found that 
this small beginning has grown into a respectable library. When the 
manager is in possession of a good many books, it will perhaps be better 
first, that the books should be purchased from him, such as he is willing 
to part with. The books he has bought for his own use are likely to 
have been well selected ; and afterwards it will be easy for him to ascer- 
tain from his own experience, from general report, from conversation 
with other managers, from advertisements and reviews, what additional 
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books it is most advisable to obtain.* The grand point is to make a 
beginning. 

But whether the library be large or small, it should always have a 
librarian. Some one person should have the custody of the books, 
and keep an account of the party to whom each book is given out, 
when given out, and when returned, in the same way as such accounts 
are kept by book societies. The books may thus circulate among the 
branches of the banks, as well as at the head office. Ora large branch 
might have a separate library. 

t will perhaps be objected, that all these facilities may be rendered 
useless from the want of inclination to take advantage of them. And 
we may be reminded of the old proverb, that ‘‘one man can take a 
horse to water, but ten can’t make him drink.” It will be seen that we 
have not recommended any expensive machinery. In any case the 
loss cannot be great. We are willing, however, to admit the facts con- 
tained in the objection, and to adopt the comparison. The practical ap- 
plication is, that the directors may provide a library, but they cannot 
compel the clerks to read. If they had this power, they would act un- 
wisely to exercise it. Clerks that will not read about their own business, 
except upon compulsion, will never be worth the trouble ; but we believe 
it is found that when a horse is taken to water he usually does drink : 
the very sight of the water tends to create or quicken the desire. This 
may not be the case at all times with every horse; and as we cannot 
know beforehand which horse will drink, the best way is to provide water 
for the whole. But of ten horses is it not better that nine should be 
brought to the water and not drink, than that even one should die of 
thirst? If only one tenth of the officers of the bank avail themselves of 
the proposed library, will not the expense be abundantly repaid? In 
reply to this question, we shall make another quotation from the work to 
which we have referred. “ It isa great advantage to a public company to 
have educated servants. Their superior knowledge is always useful ; 
the mental discipline they have acquired improves their business habits ; 
and possessing within them a constant source of enjoyment, they are the 
less likely to indulge in those expensive pleasures which are the usual 
temptations to neglect and dishonesty.” 


* We observe that Mr. Gilbart has noticed in terms of commendation the follow- 

gs Seg _ 
he Statesman. By John Taylor. Longman. 

The Philosophy of Joint Stock Banking. By G. M. Bell. Longman. 

The Banker's Clerk. Knight. 

Chapters on Country Banking. By J. R. Rogers. E. Wilson. 

The Anatomy and Philosophy of Banking. By James Strachan. Groombridge. 

Letters toa Branch Manager. By Thomas Bullion. Published in this Magazine. 

The Merchant's M ine. Published by Freeman Hunt, at New York, It may 
be obtained from Mr. Putnam, American bookseller, Paternoster-row. 

To these we may add the following : — 

Gilbart’s Practical Treatise on Banking. 2 vols. Longman & Co. 

M’Culloch's Commercial Dictionary. Longman & Co. 

Byles on Bills of Exchange. Sweet & Co. 
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NortE. — There are numerous other works which deserve a place in a library intended for 
bank officers in the United States. Among these we may mention, — 

I. The Standard ae of Political, Constitutional, and Statistical Knowledge. 
4vols. 18mo. London: H.G. Bohn. § 3.50. 

If. The Funding System of the United States and Great Britain. $5. 

III. Treatise on Banking, the Duties of a Banker and his Personal Requisites therefor. 
By A. B. Johnson, Esq., of Utica. 

IV. J. R. McCulloch on Exchange, Interest, Money, Coins, Bullion, &c. From the En- 
cyclopedia Britannica. 

V. The American Almanac, 1830-1850. This is a perfect epitome of the financial and 
a history of the States, separately and collectively. There is no good library 
without it. 


Too much stress cannot be laid upon the importance of good books, as tcols of trade, to 
young officers of banks. Stockholders would gain by an annual outlay of a few dollars for 
this purpose. — Enitor B. M. 


THE BANK OF HAMBURGH. 


From the London Bankers’ Magazine. 


Tue confusion arising out of the state and nature of the coinage 
throughout Germany, which prevailed at the commencement of the 
seventeenth century, was the cause of the establishment of the Bank of 
Hamburgh. From the low value of some of the coins, and from the 
superabundance of others which were of no value at all, the imperial 


dollars, coined according to the standard fixed by the constitution of the 
German empire, grew every year more scarce, and the actual value of 
them became more fluctuating and uncertain; and therefore, as these 
dollars were the money especially ‘used in wholesale business and in 
the trade in bills of exchange, the merchants were thereby exposed to 
the greatest inconvenience, and experienced extreme difficulty in the 
proper transaction of their affairs. 

In order to obviate or remove a similar state of circumstances attend- 
ing the coinage in the Low Countries, a bank had been established at Am- 
sterdam in the year 1609, and the Committee of Merchants at Hamburgh, 
being desirous of following such an example, addressed themselves to 
the Senate of that city about the year 1615, praying for the establish- 
ment of a Bank of Exchange, for the accommodation and benefit of the 
commercial interests. The Senate, without hesitation, acknowledged the 
propriety and suitableness of the proposal, and about four years subse- 
quently, when the assembly of the citizens had definitively given their 
consent to it, the Bank of Hamburgh was established. 

The principle upon which it was founded was, that a person who 
might deposit in the bank a thousand specie dollars of the Empire should 
be credited with the sum of a thousand and one dollars Banco ; and 
further, that a person, who might be disposed to withdraw his deposits 
from the bank, should be paid at any time without reserve or delay, at 
the rate of one thousand imperial dollars in cash for 1,001} dollars ban- 
co. The actual difference in the value set by the bank between the dol- 
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lars deposited and withdrawn was, therefore, at the commencement ab- 
solutely inconsiderable, being only five eighths of a dollar per 1,000 
dollars ; and this margin arose simply in this way: that, inasmuch as the 
rate paid at the Bank of Amsterdam for the charges consequent on the 
deposit and withdrawal was one stiver for 1,000 florins, that to be paid 
at the Bank of Hamburgh should be fixed at 1s. for 100 marks, which is 
also the same as one sixteenth per centum or five eighths per 1,000. 

According to a very comprehensive and highly interesting work, 
“Ueber Hamburgs Handel, und Statistik des Hamburgischen Handels,” 
— by Adolph Soetbeer, published at Hamburgh in 1846, — the following 
appear to be the leading features in the constitution and regulations of 
the Hamburgh Bank, at the present time. 

The Bank of Hamburgh is a transfer deposit bank, the capital of 
which is composed of bars of fine silver. 

All Hamburgh citizens who have been admitted to the superior grade 
of citizenship, and those members of the Jewish guilds who have paid to 
the City Chamber a sum of money corresponding in amount with the ex- 
penses of admission to that grade of citizenship, are privileged to become 
depositors in the bank. 

The capital of the bank is composed of the bullion which is deposited 
by the depositors, and which must consisi of bars of silver of at least fifteen 
ounces and twelve grains to the fine mark of the standard of Cologne. 

Any person who may be privileged to become a depositor in the bank, 
and who deposits silver in bars, has an account opened to his credit in 
the books of the bank, and every fine mark of the standard of Cologne 
deposited by him is estimated at the rate of 27 marks 10s. Hamburgh 
banco. 

An account may also be opened to the credit of a person privileged to 
become a depositor, by the transfer into his name by another person of 
the capital which the latter may have deposited in the bank ; so that, how- 
ever numerous the depositors’ accounts in the books of the bank may be, 
the total amount of the silver bullion in the custody of the bank is equal 
to the total amount of the accounts of all the depositors. 

Whenever a depositor has to make a payment to another depositor, he 
has only to direct that the sum to be paid to him be written off or trans- 
ferred from his own account, and be posted to the account of such other 
depositor, in the books of the bank. The peculiar expressions used for 
this purpose are “ abschreiben” (to write off), and “ zuschreiben” (to 
write or post to). This transfer from the account of one depositor to 
that of another is effected simply by the person who makes the transfer 
filling up a form called “ Bankzettel” (bank-ticket), which he delivers 
in person. 

The bank takes no concern respecting the genuineness of the deposit- 
ors’ signatures ; the only thing it attends to is, that the depositors deliver 
in their bank-tickets, either in person, or by an attorney especially ap- 
pointed for the purpose. 

A person, so appointed to act as an attorney, cannot depute another per- 
son to act for him ; indeed, it is requisite in his case, that, at the com- 
mencement of every year, the power by which he has been appointed to 
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act be renewed personally at the bank, by the depositor who has ap- 
pointed him. 

It is a rule that no transfer shall be made from the account of one de- 
positor to that of another for a smaller sum than 100 marks, Hamburgh 
banco. No depositor is privileged to transfer more than the amount 
which stands to his credit; nor can he transfer any sum which has not 
stood to his credit at least for one day. 

Early every morning, except on Sundays and holidays, depositors may 
send to the bank to inquire whether any, and what, sums have been post- 
ed to their accounts on the day previous; and for a small consideration, 
to be paid to the book-keepers, they may receive that information every 
evening. By this simple process of writing off or transferring an amount 
of money from the account of one depositor to that of another, Ham- 
burgh possesses the safest and easiest currency ; for as long as any silver 
bullion remains in the custody of the bank to the credit of any de- 
positor, so long can payments, corresponding thereto in amount, be made 
from the account of that depositor to the account of another depositor, 
according to the will of the owner. Sums, which it would be tedious 
to calculate, are thus transferred by means of a few strokes of the pen; 
and as the bank is responsible for the correctness of the payments which 
are made by it, there need be no fear respecting error, or counterfeit 
coins, or spurious notes; and all receipts for bills and accounts re- 
ferring to payments which have been made by the bank are therefore 
rendered unnecessary. 

Depositors who are desirous of withdrawing, in silver bullion, the 
whole or any part of the amount standing to their credit, may do so at 
any time, when they will receive the sum in bars of silver, estimated at 
the rate of twenty-seven marks and twelve schillings banco for the fine 
mark at Cologne. 

The amount of the balance standing to the credit of each depositor, 
and the sums written off from and carried to his account from time to 
time, are never divulged. Not only the superintendent of the bank, but 
also the clerks and book-keepers, are sworn to the most scrupulous 
secrecy ; so that a depositor cannot obtain any information respecting 
the account of another depositor, but only respecting his own. 

The government of Hamburgh is never allowed, under any circum- 
stances whatever, to interfere with, or make any disposition of, the 
whole or any portion of the funds of the bank, as the administration of 
them is altogether independent of the government, the establishment be- 
ing subject only to. the supervision of the state. 

The above are the leading features in the constitution and regulations 
of the Hamburgh Bank, and the following are the fundamental principles 
on which it is based : — 

1. The funds of the bank being composed of fine silver, the immuta- 
bility of those funds is secured. 

2. The regulation requiring the personal attendance of a depositor, or 
his attorney, specially appointed, for the purpose of transferring sums 
from one account to another in the bank’s books, insures correctness in 
effecting such transfers. 
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3. As a depositor is not allowed to transfer any sum which has not 
stood at least twenty-four hours to his account, great regularity and ac- 
curacy are secured. 

4. By the state of each depositor’s account, and the operations effect- 
ed in it, being entirely confidential, the unrestricted use of the bank is 
furthered and encouraged ; and, 

5. The government being precluded from any interference with the 
bank, is a guarantee for its independence. 

In considering the effects produced by the operation of a bank consti- 
tuted like that at Hamburgh, the first and most essential benefit is stated 
to be, the easy and perfectly secure state of the circulation. Secondly, 
that Hamburgh money, both currency and banco, must, as is evident, 
become, from its unchangeable character, a normal value. And, thirdly, 
that the regulations of the bank offer the surest preventives against any 
deficiency or excess in the circulating medium. 

As the Bank of Hamburgh foregoes all business operations of every de- 
scription on its own account, and, therefore, has no occasion to resort to 
any artificial means to employ its credit, it is an inevitable consequence 
that, when the bullion in the bank is sufficient in amount to supply the 
wants of Hamburgh commerce, the rates of discount will rise, and the 
course of the foreign exchanges will fall, to such a point as to make it 
profitable to deposit silver in the bank. A deficiency in the circulating 
medium is, moreover, much more readily perceptible when the treasure 
of all the merchants is accumulated in one lot, than if it were divided 
among several private bankers. Again, in the event of an excess in the 
circulating medium, the stock of bullion in the bank is also in excess ; 
and in this case discounts will fall so low, and the rates of the foreign 
exchanges will rise so high, that silver may be exported at a profit: the 
treasure in the bank will, therefore, be in like manner in excess. 

In whatever way mercantile speculations may operate, and whatever 
may be their ultimate effect, the importation and exportation of silver 
are never the result of any arbitrary proceedings on the part of the 
bank, but depend entirely upon the existing state of trade, and upon the 
amount of the circulating medium. 

An apparent scarcity of money may, however, exist at Hamburgh as 
well as at other places, because a number of the depositors in the bank 
may, in anticipation of a commercial crisis, be prompted to allow their 
stock of bullion to remain in the bank undisturbed, and therefore useless. 
But if the substantial character of the banking system of Hamburgh 
should be found to act in opposition to a fictitious state of credit, it fol- 
lows as a matter of course that a rise in the rates of discount, and a fall in 
the course of the foreign exchanges, will soon be the means of bringing 
back into circulation the capitals which have been withheld, precisely be- 
cause discounts and the exchanges are regulated without any spontane- 
ous action on behalf of the bank. On this account, therefore, an appar- 
_ ent scarcity in the circulating medium is always but of a very transient 
character at Hamburgh ; while an apparent excess of the circulating 
medium is not readily perceptible, because all transactions of exchange 
there are resolved into bars of silver. 
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THE HAYMARKET SQUARE BANK. 
Reported for the Boston Atlas. 


BerorE THE Supreme Jupicia Court oF Massacuusetts, aT Boston, 
Aveust, 1850. 


A. S. Chamberlain and others vs. The Haymarket Square Bank. 


Tuis was a petition by Chamberlain, Holden, and Chilson, founded on 
the statute of 1843, ch. 93, § 9, which provides that 


“One eighth of the stockholders, in number, or value, in any bank, may, whenever 
they consider it necessary, choose a committee of their own number, to make an in- 
vestigation of its concerns; and if, upon examination, said committee shall be of 
opinion that the bank is insolvent, or that its condition is such as to render its fur- 
ther progress hazardous to the public, or to those having funds in its custody, or that 
the bank hasexceeded its powers, or has failed to comply with all the rules, restrictions, 
and conditions provided by law, they shall forthwith report the facts in the case to 
one of the justices of the Supreme Judicial Court, and if, upon inquiry into the cir- 
cumstances of the bank, the said justice shall consider it necessary, he may issue an 
injunction to restrain such corporation, in whole or in part, from further proceeding 
with its business, until a hearing of the said corporation can be had ; and said justice 
shall forthwith issue such process, and, after a full hearing of said corporation upon 
the matters aforesaid, may dissolve or modify the said injunction, or make the same 
perpetual, and make such orders and decrees to suspend, restrain, or prohibit the 
further prosecuting of the business of such corporation as may be needful in the 
premises, according to the course of chancery proceedings; and at his discretion 
may appoint agents,” &c. 

The petition sets forth that the Haymarket Square Bank was incorpo- 
rated last winter ; that the Committee of the Legislature refused a charter 
when they knew that Samuel A. Way was concerned in the matter, and 
that the said Way agreed to retire and have nothing to do with the bank ; 
that previous to the charter, said Way had been very active in getting 
subscribers ; that many names procured by him were not of persons 
who would take stock, but that he had agreed to take the stock off their 
hands; that in one instance he procured a signature which was entirely 
unauthorized ; that he got the entire control of a large majority of the 
stock, and chose whom he pleased as directors; that the persons so 
chosen were under his influence and control; that he was a man of 
notoriously bad character ; that the condition of the bank was such as to 
render its further progress hazardous to the public, and that it had failed 
to comply with the requisitions of law, &c. Therefore an injunction 
was prayed for. 

An injunction was granted and notice ordered on the bank. At the 
hearing before Chief Justice Shaw, the corporation put in an answer, in 
which they set forth their incorporation, and alleged that all the proceed- 
ings were legal and proper; that some of the original subscribers had 
refused to take their stock, and others had agreed to take it; that more 
than $ 40,000 had been paid in, and the whole would have been paid in, 
if this injunction had not been granted. 
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In regard to S. A. Way, his character and proceedings, the bank 
made answer, that they were in no way relevant to these proceedings ; 
that said Way had resigned his seat as a director, and had now no con- 
nection with the bank as such; that the corporation had no knowledge 
of any fraud, or intended fraud, on his part, or on the part of any one 
else, nor did they believe there had been any, but whether there had 
been or not was not material, as he had now retired. 

At the first hearing of the cause, the respondents took the ground that 
the Court had no jurisdiction, inasmuch as the petition was not supported 
by one eighth of the stockholders; that the petitioners were not such 
stockholders as the law contemplated, inasmuch as they had never paid 
for or taken their stock, had done no act in relation to the bank, and had 
declared, many of them, that they would not take their stock. 

But the Court ruled that persons who had subscribed for stock, and 
whose names were on the apportionment that had been adopted at the 
first meeting, were such stockholders as could sustain this process, not- 
withstanding they might have made declarations inconsistent with their 
being stockholders. 

The respondents also took the ground, that the inquiry must be limited 
to acts done by the corporation as such; that all acts of persons prior to 
the granting of the charter, and prior to the organization, were not prop- 
‘er subjects of inquiry here; that the Legislature had passed upon this 
point by granting the charter. If the Legislature had been imposed 
upon, they could repeal the charter, but this Court could only look to the 
acts of the corporation itself. 

But the Court overruled this point, and held, that although the pro- 
ceedings before the Legislative Committee were not material, yet, if it 
appeared that there were fraudulent acts connected with the original sub- 
scription lists, that there were fictitious or false signatures, or other 
means adopted which contravened the general policy of the banking 
laws, this evidence might have an important bearing on the question, 
whether this bank was so organized as to be safe. 

The petitioners proposed to prove the general reputation of S. A. Way 
to be bad. 

The respondents objected to this at length, and contended that Way 
had nothing to do with the bank; that the corporation, as such, should 
be responsible for its own acts, and not for those of persons who were 
not connected with it ; and the counsel for the respondents declared that 
they were not the counsel of Way. 

On the other hand, the petitioners contended that the character of 
Way was essential; that the bank was got up by him, was under his 
control, and the allegation was that he was a bad man, and any bank so 
got up and controlled was unsafe ; that although he had retired now, yet 
that the whole origin and organization of the corporation had become 
tainted by his connection with it. 

The Court said that this was an extremely difficult question to settle, 
but as at present advised he should admit the testimony. 

Testimony was then offered bearing upon these several points, and be- 
fore it was all in the Court adjourned. 
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At the next session of the Court, Mr. Chandler, of counsel for the re- 
spondents, stated to the Court that the counsel for the respondents in this 
case had from the first taken the position that the bank was responsible 
only for its own acts, as a corporation; that the character and proceed- 
ings of one of the directors was not a proper subject of inquiry here, 
after that director had resigned his seat; and the attempt had been made 
to separate the corporation, as such, from the proceedings of all persons 
prior to its organization. But under the rulings of the Court yesterday, 
the positions of the respondents not being maintained, there had been a 
conference between the counsel on both sides, and an interlocutory de- 
cree had been agreed upon, which might be entered in the case, if agree- 
able to the Court. Mr. Chandler then read the decree, as follows : — 


Supreme Judicial Court, Suffolk ss. 
A. 8. Chamberlain et als., Petitioners, vs. The Haymarket Square Bank. 

This cause having been partially heard on the petition and evidence, on this 
twenty-second day of August, A. D. eighteen hundred and fifty, it is ordered, ad- 
judged, and decreed by the Court, by consent of the respective parties, that the said 
injunction be so far modified, that the President and Directors of the said Hay- 
market Square Bank proceed to liquidate the affairs, and pay the debts and expenses, 
of the said bank, and thereupon distribute the funds of the said bank among those 
stockholders who have paid for their stock, in proportion to their respective pay- 
ments, and that said cause be continued with the said injunction in all other re- 
spects, to the further order of the Court. 


Judge Merrick, counsel for the respondents, then arose and read the 
following paper, which he desired to have placed on file, on behalf of 
Mr. Way :— 

Supreme Judicial Court, Suffolk ss.—1ask leave, may it please your Honor, to 
state in behalf of Mr. Way, and in justice to him, that as the injunction in this case 
was obtained in consequence of his connection with the bank, and his proceedings 
in relation to it, and as he admits that he has been active in procuring subscribers, 
and in the course of proceedings in relation to its organization, and many of the sub- 
scribers who have paid in their money have done so through his influence ; and 
as he is unwilling that any person should sustain any loss by reason of any thing 
he has done, he has voluntarily pledged himself to the directors to furnish from his 
own funds whatever sum of money is necessary, beyond the resources of the bank, 
to enable them to pay all its debts and discharge all its liabilities, and to return to the 
several stockholders the money they have paid in, together with interest on the 
same. This pledge has been accepted by the committee of the Board of Directors 
having charge of this defence, and means will therefore be provided for an imme- 
diate settlement of all claims of every description upon the corporation. 

And if there be no objection, I respectfully ask that this statement may be placed, 
on behalf of Mr. Way, on file with the papers in the case. 

P. Merrick, Attorney for Respondents. 

August 21, 1850. 

Suaw, C. J., stated that the course proposed would protect the rights 
of all parties and the public. He was gratified that an adjustment had 
been made. Under the circumstances, the bank could hardly go on 
with any success. He also stated his individual opinion, that the charter- 
ing of banks with so small a capital as $ 150,000, in a city like this, was 
not for the public interest. 
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It will be noticed, that the decree agreed upon in this case is not a 
final decree. It is an interlocutory decree, and either party may again 
move in the matter. That is, it is in the power of the Court to dissolve 
or further modify the injunction, or to make it perpetual. The case 
stands continued, to await such order as may be made hereafter. 

C. G. Loring and S. E. Sewall for the petitioners. 

Judge Merrick and P. W. Chandler for the respondents. 


LEGAL MISCELLANY. 
Late Decisions IN THE SuprEME Court oF VERMONT. 


Transfer of Stock. 
From “The Law Reporter,” Boston, 1850. 








E. L. S., a brother of the plaintiff, owned in October, 1835, nearly two 
hundred shares of the capital stock of the defendant corporation. 
He was not then indebted to the bank. At that time he transferred 
the stock to sundry persons, in order to control an election of bank 
officers, taking from them proxies for the purpose of voting in their 
names. From that time until November 16, 1839, when the defend- 
ant caused an attachment of the shares, E. L. S. controlled them as 
his own property, and most of them were reconveyed, except four, 
which were transferred to the plaintiff. In October 9, 1837, a second 
distribution was made in the same manner, and for the same pur- 
pose, and two additional shares were conveyed to the plaintiff. The 
debt upon which the defendant attached the shares accrued on the 6th 
of January, 1837. The six shares of the plaintiff were sold, on exe- 
cution, December 19, 1840. The plaintiff had no beneficiary interest 
in them until October 25, 1887, when he took them in satisfaction of 
preéxisting debts. E. L. 8. received all dividends upon these shares, 
which were paid before the sale on execution, and the plaintiff made 
no claim upon the bank until 1841, when there remained one divi- 
dend (due prior to the sale) unpaid, which was paid to him (plaintiff). 
He then demanded the subsequent dividends, which the bank refused 
to pay. Held, that the plaintiff could not hold the six shares as 
against the bank, but that it was clearly his duty, in view of all the facts, 
to give notice to the bank when he acquired the beneficial interest. 

Whether transfers of bank stock for the purpose of defeating the objects of 

the charter are to be considered valid, under any circumstances, quere. 




























The important facts in this case are, briefly, that Elisha L. Sabin, 
a brother of the plaintiff, owned in October, 1835, nearly two hundred 
shares in the capital stock, and was not indebted to the bank. At that 
time, and for the purpose merely of increasing his vote in the election of 
bank officers, he conveyed one hundred and eighty shares to forty-five 








Late Decisions in Vermont. 289 


different persons, taking from them proxies for the purpose of voting in 
their names. 

From that time forward, until the defendants attached the shares, on 
the 16th day of November, 1839, Elisha L. Sabin continued to control 
the shares as his own property, without any intimation from any source 
that they were not in fact exclusively so. During the time Elisha L. 
Sabin had obtained of the bank large credits, upon the pledge and faith 
of his being the owner of this stock. Most of the shares had, in the 
mean time, been reconveyed to Elisha L. Sabin; but the plaintiff’s four 
shares, or those conveyed to him, had remained on the books of the bank 
in his name. The debt upon which the defendants attached the shares 
accrued on the 6th of January, 1837. 

On the 9th of October, 1837, Elisha L. Sabin again distributed his 
stock in the same manner, and for the same purpose. At this time said 
Elisha L. Sabin was indebted to the bank in a larger sum than all his 
stock, which has never been satisfied, except by a sale of said stock. 
At this time two additional shares were conveyed to the plaintiff. The 
plaintiff had no interest whatever in these six shares (which were sold 
by the bank as the property of Elisha L. Sabin, and to pay his indebted- 
ness to the bank, and upon execution, on the 19th day of December, 
1840, and which are in controversy in this suit), until the 25th day of 
October, 1837, when he took them of his brother, in payment of debts 
he had against him. 

That portion of the charter of the bank by which defendants claim to 
hold these six shares, as the property of Elisha L. Sabin, is as follows : — 
* That the shares in said bank shall be transferable, in such manner as 
shall be prescribed by the by-laws of said corporation. Provided, That 
no transfer shall be valid, until the same shall be recorded in a book, to 
be kept by the directors, in said bank, for that purpose, and unless the 
person making the same shall have previously discharged all debts due 
from him or her to said corporation.” 

The last transfer made by Elisha L. Sabin, 9th of October, 1837, was 
made at the suggestion of persons who were at the time directors of 
the bank, and who constituted a majority of the board, but acting sep- 
arately, but for the common object of securing their own reélection. 
These transfers were all recorded upon the books of the bank in due 
form. Elisha L. Sabin received all the dividends upon these six shares, 
which were paid before the sale upon execution. And the plaintiff made 
no claim upon the bank until 1841, when there remained one dividend 
upon these shares, prior to the sale, unpaid, which was then paid to 
plaintiff, he at the time making demand of the subsequent dividends 
(after the sale), which the bank refused to pay. « 

The question to be determined is, whether, under this state of facts, 
the plaintiff is entitled to hold the six shares against the bank. This will 
depend upon the question at what time the plaintiff’s title is to be regard- 
ed as accruing, as between him and the bank. 

We should not be inclined to question that a bond fide purchaser of 
shares of one in whose name the shares stood on the books of the 
bank, and who was not himself indebted to the bank, would acquire 

VOL. V. 25 
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good title to the shares, as against the world. Such seems to be the rule 
laid down in the English cases, cited in argument, even when the trans- 
fers have been made by virtue of forged powers of attorney. This 
is done to give greater security to that species of property, and is really 
for the advantage of the banks, inasmuch as the value of the property 
depends somewhat upon the perfect security of the title. It is also 
esteemed somewhat culpable, in the officers of such a corporation, to 
suffer a transfer of stock to be made up on their books, by means of a 
forged power, when it is supposed they possess readier means of de- 
tecting the genuineness of the handwriting, as well as of the other 
transactions of their shareholders, than strangers have. So that one who 
purchases stock in these corporations is not obliged to look beyond 
the books of the bank for the evidences of title, and if he purchases 
upon that appearance is entitled to receive the dividends of the bank. 
They, too, would be liable also to pay the dividends to the true owner, if 
they had suffered the transfer to be entered upon their books upon in- 
sufficient authority. This is substantially the rule of the English courts 
and of many of the American States, and of the national courts. The 
opinion of Taney, C. J., in Lowry v. The Commercial and Farmers’ 
Bank of Baltimore, in the Circuit Court, decided in July, 1848, which we 
have not seen, except as reported through the newspapers, is to the same 
effect, if we correctly apprehend its principle. ‘That was the case of a 
transfer, suffered by the bank, through the agency of an executor, who 
by the will was not authorized to make the transfer. The court held 
that the bank was bound to look into the will, for the purpose of learning 
the extent of the executor’s authority, and were culpable for not doing 
so, and chargeable with implied notice of the contents of the will. 

But it does not seem to us that the present case comes within this 
principle. The great question here is, whether the plaintiff was at lib- 
erty to purchase these shares upon the faith of the former title mere- 
ly being in himself; or whether his having for years suffered the former 
nominal owner, and in fact the real owner, to treat the stock to all in- 
tents as his own, he was not bound to make inquiries as to the state of 
the title, before he purchased, and after he purchased to give notice to 
the bank of his having become the beneficial owner, before he could 
compel the court to protect him as such? It seems to us, that such was 
his duty. 

We do not, indeed, feel prepared to say precisely how far such mere- 
ly formal transfers upon the books of the bank, and for the purpose of 
defeating the proper objects of the charter, in one particular, are to be 
regarded as of any force whatever, as to those who are instrumental in 
bringing them about. Reason, and policy, and justice, would seem to re- 
quire that they should be treated as simply void. But certainly the 
plaintiff had no reason to expect that the bank would deal any differently 
with his brother, on account of any such new shadow of a transfer, 
while he was all the time receiving the dividends, and treating the stock 
to all intents as his own, which it in fact was. Nor can it be supposed 
that any honorable man would act upon any such expectation. We 
think, therefore, that his title must date, as between himself and the 
bank, from the time they had notice of such title. 
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And the fact, that certain persons, who formed the majority of the 
board of directors, advised this distribution of the stock, can, in our ap- 
prehension, make no difference. As directors, they had no right to make 
or advise any such operation. It was not supposed by any one, that, as 
directors, they had any such authority, or that they professed to act upon 
any such ground. We think, therefore, that all the plaintiff’s shares 
must be considered as standing upon the same ground. So far as the 
bank was concerned, at the time of the attachment and sale, the title was 
in Elisha L. Sabin. 

It is, perhaps, not necessary to go further. We entertain, however, 
upon the present argument, no reasonable doubt that the mode of transfer 
of stock pointed out in the charter is the only mode which the public are 
bound to regard as conveying the title. All persons, unaffected with 
notice to the contrary, are at liberty to act upon the faith of the title 
being where it appears on the books of the corporation to be. 

This view we do not think inconsistent with the notion, that any other 
mode of conveyance may be perfectly good, between the parties to it, 
and to all others having notice of it, the same as an unrecorded deed, or 
notice of a mere equity. 

It seems to us reasonable to conclude that the defendants, as a cor- 
poration, under their charter, might refuse to allow the transfer of stock 
to go upon their books, until all debts due from the grantor, or seller, to 
the bank were paid. Indeed, this seems the only mode in which they 
could produce their lien against the title of a bona fide purchaser. 

But if a formal transfer of stock were made upon the books of the 
bank, by mistake, or in any other way, not intending to convey title, we 
do not think one who had knowledge of that fact would acquire any title, 
as against a bond fide owner or pledgee, by purchase of the person in 
whose name the stock stands. These are, we believe, but elementary 
principles in the law, as they certainly are in reason, justice, and morals, 

Judgment affirmed. 





BURT ON LIFE INSURANCE. 
From the London Morning Chronicle, August 8, 1850. 


Life Insurance. An Historical and Statistical Account of the Population, the 
Law of Mortality, and the different Systems of Life Insurance ; including the Va- 
lidity and Non-validity of Life Policies ; with Observations on Friendly Societies and 
Savings Banks, &c., &c. By Alfred Burt, Esq., Secretary to a Life-Office. Lon- 
don: Effingham Wilson, Royal Exchange. 


A Great many books have been published of late years on the subject 
of life insurance, and we notice this with satisfaction, as indicating, in 
connection with the large recent increase in the number of insurance 
offices and of life policies, an interest continually growing through the 
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community concerning a matter that should be of such vital anxiety to 
all those to whom fortune has denied an estate more bountiful than the 
produce of their wits or their hands. For whatever may be the col- 
lateral advantages of life insurance in mercantile transactions, or as the 
means of raising money, or securing debts, we regard it as of incom- 
parably more importance considered as the means of averting poverty 
from a family, when, by the demise of its head, the source of supply 
is stopped. But every sensible and prudent man would desire, before 
investing a portion of his income in life insurance, not only to under- 
stand the leading principles upon which the system is founded, but to be 
in possession of facts and details to assist him in selecting the safest, and 
at the same time the most economical, quarter to effect the desired ob- 
ject. For these purposes the various works adverted to may be consult- 
ed; and many of them are of the highest excellence. The science of 
insurance has been treated by mathematicians, the practice by actuaries, 
and the law by professional writers. 

To those who wish to begin at the beginning, and to dive deeply into 
the subject, the works of Sir Wm. Petty, Dr. Halley, Mr. Babbage, Mr, 
Neison, Mr. Milne, Professor de Morgan, and others, are open ; and there 
is also a compendium of the law published by Mr. Dowdeswell in 1846. 
But, withal, many of these volumes, so valuable as text-books to persons 
competent to use them, are too recondite, too abstract, or too technical 
for the general reader, requiring, as they do, a finished mathematical 
education to follow the reasonings and theses, and consequently unfitted 
for the practical information and guidance of a plain farmer or trades- 
man, whose sole and simple object is to provide as much as he can for 
the benefit of his family at his decease. Mr. Burt steps in to the aid of 
such persons as these; and the design of his small, but comprehensive 
and well-executed work, is the praiseworthy one of simplifying and 
familiarizing the subject. He proposes, — 


“ To explain, in the most simple and practical form, the general principles of Life 
Insurance, the plan upon which the business is usually conducted, and the advan- 
tages peculiar to this mode of investment, in the hope that the observations advanced 
in favor of the practice, with the addition of my own experience, may in some meas- 
ure be instrumental in rendering the whole subject clear and instructive to those who 
may be desirous of acquiring a knowledge of the system, but who may not have 
leisure to enter into scientific disquisitions on questions of life contingencies.” 


He further says, with respect to the object of the book : — 


“ The present work has been written with the view of furnishing information to 
those who may be desirous of acquiring u knowledge of the principles of Life Insur- 
ance ; and in order to effect this object I have endeavoured to simplify the whole 
subject. The proposition which it is my desire to establish is, that the data and de- 
ductions upon which the system of Life Insurance is founded are as satisfactory and 
conclusive as those of any other branch of commerce. In establishing this position 
Ihave endeavoured to make myself perfectly intelligible, and I trust I have suc- 
ceeded ; for it requires only an ordinary knowledge of the English language and 
arithmetic to understand clearly what is advanced in the following pages. This 
knowledge is possessed by the middle classes of the country, and I wish that it was 
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as easy to induce that respectable and intelligent body to avail themselves of 
the benefits as to make them understand the terms and conditions of Life Insur- 
ance.” 

This appears the right principle to adopt when writing upon a subject 
essentially practical, like Life Insurance ; one quite as interesting to the 
mass of moderately well educated, as to the most highly cultivated of 
the community. But Mr. Burt has judiciously decided that the adoption 
of a form fitted for popular use does not supersede the necessity for a 
methodical arrangement of parts, so that a compendious view of the 
whole may be obtained. Accordingly, the history, statistics, and science 
of Life Insurance are severally considered in due sequence. After some 
introductory observations, explanatory of the general principles of Insur- 
ance, and giving a short account of the amount of capital invested, and 
the revenue and engagements of the companies in the aggregate, he 
takes a statistical and historical view of the population, its progression 
and divisions, and of the tables of mortality, with the method of calculat- 
ing the chances and probabilities of human life. He next sketches the 
rise and progress of Life Insurance, and explains the different systems of 
proprietary and mixed companies, and Mutual Societies; expressing a 
very decided preference for the last-named system. Then comes a 
chapter, one of the most practically useful in the book, on the Principle 
and Practice of Life Insurance, in which the mode of doing business is 
expounded ; and explanations are given of the various distinctions of 
premiums, terminable, ascending and descending, and “ half premiums” ; 
the system of bonuses ; the nature of policies; the reSponsibilities of the 
officers to the insured ; and the restrictions imposed upon the latter as to 
travelling and foreign residence ; with various other matters necessary to 
be understood by persons intending to insure their lives. 

While Mr. Burt is an earnest advocate for the perfect safety of the 
principles of life insurance, and a firm believer in the great advantages 
which the proper application of them confers upon society, he is by no 
means blind to the defects that exist in practice. The whole of his sec- 
tion upon the validity and non-validity of life policies should be read with 
the utmost care and attention by all who are interested in, or about to 
enter upon, such transactions, as they are suggestive of prudential con- 
siderations before ratifying contracts and paying premiums. Admirable 
and excellent as the principle of life insurance may be, honorable and 
liberal as the dealings of many companies indubitably are, still no pru- 
dent man should in this, any more than in any other serious event of his 
life, bind himself hastily and incautiously by special agreement to par- 
ticular individuals. We only regret that the author has not gone some- 
what more fully into details in this section. A list of cases in which 
payment of life policies has been resisted by insurance offices would 
have been acceptable to the non-legal public; or, indeed, as the profes- 
sional law reports are not very accessible to general readers, transcripts 
of the causes, with the decisions by the courts, would have formed a 
valuable appendix. Having alluded to the absolute necessity, in con- 
ducting the business of life insurance, of fulfilling the conditions of a 
policy in a strict and honorable sense, and of paying in full every 
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one which becomes a claim, and not seeking by legal quibbles and 
technical objections to evade a morally binding engagement, Mr. Burt 
says : — 

“ The insecurity afforded by the present state of the law to the widows, orphans, 
and representatives of those who may have insured their lives as a provision for 
their families, has been a constant obstacle to the progress of Life Insurance, and the 
uncertainty which has hitherto attended the rights of policy-holders, the vexatious 
delays in the settlement of claims, extorted compromises, and protracted litigations, 
have had the effect of deterring many persons from resorting to life policies as pro- 
visions for families, or as security in pecuniary transactions.” 


He thus defines the contract of Insurance, and the advantages which 
may be taken of its terms against the party assured : — 


“ An insurance is a contract whereby the insured undertakes to pay the premium 
regularly, and the company to pay the stipulated sum three months after death ; pro- 
vided that ‘ every statement, declaration, and all testimonials and documents address- 
ed to or deposited with the company in relation to the insurance, shall be found to 
be in all respects true.’ These statements are held as warranted, and taken as the 
basis of the contract ; so that the policy shall be void if any ‘ important information’ 
has been omitted. 

“The effect of these clauses, and the consequences resulting from them, have 
been determined by decisions of the courts of law and by institutional writers, who 
have decided that an error in a policy, or in the information given to the office, how- 
ever innocent or unintentional, has the effect of vitiating the policy ; and the records 
of law prove that advantage may be taken of the insured in such cases, when, from 
the distance of time, and the death of the person whose life was insured, there do 
not exist the means of proving the facts relating to the granting of the policy ; con- 
sequently the public must ever remain ignorant of the nature and extent of the com- 
promises which persons insured have found themselves obliged to make rather than 
risk litigation.” 

Mr. Dowdeswell’s opinion on the law is quoted in the following 
words : — 


“ Whether the portion of a warranty eventually discovered to be incorrect or not 
complied with be material or wholly immaterial with respect to the nature of the 
risk, the result will be the same; and when the truth of the facts is positively 
alleged, and not limited to the knowledge of the insured, although a misstatement 
may have arisen from the most innocent mistake, or from false information afforded 
by others, or mere inadvertence, the insured will be in the same position, as to legal 
remedies in the contract, as if he made the most wilfully fraudulent averment.”’ 


The perusal of this chapter certainly tends to discourage the hopeful 
and sanguine feelings which may have been excited in the mind by the 
antecedent portions, wherein the author descants upon the advantages of 
life insurance and its safety as a security. Nevertheless, the whole truth 
should be told, if only to induce people to act with due caution. Of the 
ven of the doctrines of law which have been laid down, Mr. Burt re- 
marks : — 


“ That the owner of a policy cannot recover, unless he can make out affirmatively, 
to the satisfaction of a jury, after the insured is dead, that he had not had at any 
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time, from infancy upwards, all or any of the diseases, or symptoms of diseases, men- 
tioned in the proposal, upon which the office may raise an objection ; in fact, that, as 
the law now stands, the claimant in an action on a policy is im effect put to the ab- 
surdity of proving the affirmation of a negative proposition.” 


And further : — 


‘** Although the office have the means of satisfying themselves from medical exam- 
inations, reports, &c., the question whether there is an insurance or not still remains 
open as against the insured, and no degree of caution on the part of the insured, or 
of investigation on the part of the office before granting a policy, will prevent the 
company from disputing the payment after death. Even the admission of the fact 
that the insured was at the time of the policy in good health, will not preclude the 
office from taking advantage of any questionable answer given by the insured, under 
a misapprehension of the meaning of any one of these queries, and that, too, ata 
time when his explanation cannot be obtained.” 


In litigated questions, the offices throw the onus of proving every thing 
upon the claimant of the insurance, while they, although having the 
documentary evidence in their own possession, refuse to state their 
grounds for disputing the policy, thus driving ‘‘ widows, orphans, or rep- 
resentatives of the insured into an unequal struggle for the enforcement 
of their claims at law, or to force them into a dishonorable compro- 
mise.” The author then shows the insecurity of life policies to persons 
effecting insurance on the lives of debtors, and he arrives at the follow- 
ing conclusion : — 


“ A company which is prohibited from disputing a policy once granted will take 
sufficient care to ascertain the real state of the risk before granting the policy. 

“The principle of the indisputability of policies is the only one deserving the 
name of insurance, and there is not the slightest reason why life offices should avail 
themselves of the strict rules of law to dispute any policy they have granted; and 
clauses to that effect have already been approved of by the Registrar of Joint-stock 
Companies. Life Insurance, under proper regulation, would be a blessing to soci- 
ety, and one of the greatest advantages, as it is one of the highest refinements of 
civilization ; but the evil of litigation, such as we have described, bids fair to render 
it ‘a mockery, a delusion, and a snare.’”’ 


A chapter follows upon the origin, progress, and defects of Friendly 
Societies; and the volume concludes with a general review of Life In- 
surance, in which we find an explanation of its nature and advantages, 
and of the various purposes to which it may be applied, a description of 
the form of effecting an insurance, and of the conditions of the policy, 
and a few hints upon the selection of an office. 

The style of the author, if not rising into elegance, or even always 
correct, has the merit of being distinct and intelligible ; and, upon the 
whole, the book appears to be a fair summary of the advantages and de- 
fects of the existing system of Life Insurance. 


Our readers will find valuable contributions upon the subject of Life Insurance, in 
the prior volumes of the Bankers’ Magazine. The writings of Mr. Chambers in 
our third volume are well worth examination by bank officers and all others who pro- 
pose taking out policies. —Ep. B. M. 
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LETTERS OF CREDIT. 
From the London Bankers’ Magazine, August, 1850. 


1. Letters of Credit. — A letter of credit is defined by McCulloch, in 
the Commercial Dictionary, to be “a letter written by one merchant or 
correspondent to another, requesting him to credit the bearer with a cer- 
tain sum of money.” We do not think this definition strictly correct, at 
least in reference to letters of credit issued in places subject to the Eng- 
lish stamp laws. It seems to us that the letter of credit, to be a legal 
document, ought to be payable to some particular person, and not to 
bearer ; and that it ought to be sent direct from the banker who grants 
it to the banker who is to pay it, and the latter must satisfy himself of the 
identity of the person who applies to receive it. In this view of the 
matter, a letter of credit is simply a request from one banker to another, 
to pay a particular person a sum of money. It is nota draft, a bill of 
exchange, or a promissory note, and therefore it requires no stamp duty. 
But if it should be drawn in the form of an order to pay the bearer, or 
to pay a particular person or order, and then delivered to the bearer or 
the payee, it would constitute a bill of exchange within the meaning of 
the stamp acts, and the acts relating to banking, which we shall refer to 
more particularly when we treat of bankers’ drafts. This view seems 
borne out to some extent by the case of the Queen v. Kinnear, for forg- 
ing a bill of exchange. The bill was in this form : — 

“Flintshire District Banking Company, 
Flint, 29th September 1837. 

“ Twenty-one days after date pay (without acceptance) to the order 

of Mr. James Henderson £70, for value received for the Company. 


“J. WATKINS, Manager. 
“ To the London and Westminster Bank, 


Throgmorton Street, London.” 
Indorsed, “ J. HENDERSON.” 


It was objected that the direction not to accept prevented the instrument 
from operating as a bill of exchange, and therefore that it was wrongly de- 
scribed. Justice Patteson said, — “ This instrument certainly differs from 
all others that I have seen as bills of exchange, by reason of the words 
‘ without acceptance.’ I do not, however, consider that the insertion of 
those words alters the-character of the instrument, so as to prevent its 
being a bill of exchange. All that is necessary to constitute a bill is, 
that the party making the instrument should direct it to some other party, 
requiring that other party to pay the money therein mentioned to some 
third person or his order, or to the order of the party so making the in- 
strument. The drawer may in each case prescribe the terms upon 
which the payment is to be made. Here he has chosen to prescribe that 
the drawee is to make the payment ‘ without acceptance’; the meaning 
of which I take to be, that the holder is not to be put to the trouble of pre- 
senting it to the drawee before it becomes due ; but still, if he should 
choose to present it, there is nothing to prevent the drawer from accept- 
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ing it: actual accceptance, of course, is not necessary to make the in- 
strument a bill of exchange. Bills are daily noted and protested as bills 
for non-acceptance ; they must, therefore, be bills before acceptance. 
Bills at sight are not, in fact, commonly accepted.” The Queen v. Kin- 
near, 2 Moody and Robinson, 117. 

It may be remarked, in passing, that the words “ without acceptance ” 
were probably inserted in consequence of the cases of The Bank of 
England y. Anderson, 3 Bingham’s New Cases, 589; and The Bank of 
England v. Booth, 6 Bingham’s New Cases, 415; in which it was held 
that banks in London, consisting of more than six persons, could not ac- 
cept bills of exchange without infringing the privileges of the Bank of 
England. This has been altered by a late statute, to which we shall 
hereafter refer. 

In ordinary cases there are four parties concerned in letters of credit : — 

1. The person who pays the money to the banker, with specific in- 
structions as to its application. 

2. The banker who receives the money, and undertakes to write the 
letter to his correspondent, and that his correspondent shall act on it pur- 
suant to the specific instructions of the party paying the money. 

3. The banker to whom the letter is written, and who is probably 
under some contract with the banker who writes the letter, to honor it. 

4. The person to whom the credit is to be given. 

The position and rights of each of these parties appear to be as fol- 
lows : — The person paying the money enters into a legal contract with 
the banker to whom he pays it, that it shall be applied in a particular 
way, and if that banker should not so apply it or procure it to be so ap- 
plied, he will be responsible to this party in action for the breach of the 
contract. The banker who is to pay the letter of credit is probably 
under an express or implied contract with the other banker to do so, 
and would be responsible to him for breaking it, but not to either of the 
other parties. The person who is to receive the letter of credit has no 
right to proceed against the banker who ought to pay it, and can proba- 
bly only look to the party remitting, unless it should be considered that 
he can sue the first banker for money had and received. The rule is, 
that “ where an agent receives money to pay over to a third person he 
continues to be accountable to his principal, until he has entered into 
some binding engagement with that third person, to hold the money to 
his use, and not until then will he be liable to the third person in an ac- 
tion for money had and received.” Baron v. Husband, 4 Barnewell 
and Adolphus, 812. . 

The duties of each party, arising from this view of their position, is 
for the party paying the money to give explicit instructions as to its ap- 
plication, which instructions the banker is to transmit to his correspond- 
ent, who is to obey them; and the party having a right to obtain the 
money must apply in a reasonable time to receive it, otherwise any loss 
arising from the failure of either of the bankers would probably fall 
upon him. In the event of these duties being neglected, each party will 
be liable to the one with whom he contracts, but not to any other party. 
The remedy of the banker paying the letter of credit for the amount 
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thereof, would be against the banker who instructed him, and would be 
an action for money paid at his request, in which the letter of credit 
would prove the request, and the receipt of the party to whom it was 
paid would prove the payment. In practice, a check is drawn by the 
party entitled to receive the letter of credit, and is retained by the bank- 
er paying it, as a voucher, or an indorsement is made by the payee on the 
back of the letter of credit. 

2. Bankers’ Drafts. — Bankers’ drafts are ordinary bills of exchange, 
drawn by one banker upon another. They are subject to some statut- 
able restrictions, and the stamp duty on them can be paid by a composi- 
tion. They are commonly engraved on a sheet of paper so that a letter 
can be written with them. The following are the clauses of the statutes 
now in force relating to them. By 9 Geo. 4, c. 23, it is enacted, that 
‘* All persons carrying on the business of bankers, except within the city 
of London, or three miles thereof, having first duly obtained a license for 
that purpose, and given security by bond, may issue, on unstamped 
paper, promissory notes for any sum of money amounting to £ 5, pay- 
able on demand, for any period not exceeding seven days after sight ; or 
bills of exchange payable on demand, or at any period not exceeding 
seven days after sight, or twenty-one days after date; provided such 
bills be drawn upon any banker in London, Westminster, or the borough 
of Southwark, or bills drawn upon themselves at any place where they 
are licensed to issue such bills, payable at any other place where they 
shall also be duly licensed.” 


FAILURE OF THE SCOTCH EXCHANGE BANKS. 
From the London Bankers’ Magazine. 


We have noticed from time to time, in our pages, the establishment, 
progress, and position of some of the institutions formed during the 
prevalence of the railway mania, for the purpose of making advances on 
shares of various descriptions ; and our readers will have observed, from 
the more.recent notices which we have published of these “ Exchange 
Banks,” as they were termed, that their position lately has been any 
thing but satisfactory. We regret now to have to record their total fail- 
ure, involving a vast number of unfortunate shareholders in losses 
which, we fear, they will find it difficult to meet without bringing many 
of them to ruin; while the facts which have been made public respecting 
the management of these “Banks” disclose circumstances far from 
creditable to those who have been intrusted with their regulation. 

It is seldom that so complete a failure of a series of joint-stock com- 
panies, formed [for a particular purpose, has come under public notice. 
Indeed, we believe that, with the exception of the abortive railway 
- schemes, the Scotch Exchange Banks may stand alone as examples 
of joint-stock failures. The fact that they were intimately connect- 
ed with railways may assist us to an understanding of the result; but it 
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will hardly explain how companies, professedly founded on sound bank- 
ing principles, for the purpose of carrying on a legitimate branch of 
business, should so entirely falsify all the anticipations formed regarding 
them. 

We think a short notice of the rise and progress of these banks, and 
of the causes which ultimately produced their ruin, will be interesting 
and useful; and we intend, therefore, in the present paper, to record 
some of the peculiar circumstance’ attending their origin; after which 
we shall be in a better position to understand the occasion of their fall. 

Towards the close of the year 1844 the holders of railway scrip, who 
had purchased a far greater amount than they could provide the means 
of paying the calls upon, endeavoured to obtain advances from their 
bankers on the deposit of shares. Money became more in demand, and 
the first indication of the pressure which afterwards produced the col- 
lapse in the railway market made itself known. The result was, that 
those who had for some time previously been speculating in shares found 
it necessary to obtain advances to sustain their credit; and the people of 
Scotland seem to have been peculiarly circumstanced in this respect. 
At the commencement of the railway mania the Scotch were slow to be- 
come affected by it; they did not “ recognize” the mania until it had 
reached its height, and then they became suddenly affected by it to its 
full extent, and entered into the wildest speculations with a recklessness 
proportioned to the apathy they had previously exhibited. 

Mr. George Kinnear, the manager of the Commercial Exchange Com- 
pany, who published some time since a very succinct “ History of the 
Rise of Exchange Companies in Scotland, and a Defence of their Proper 
Business,” says, — 

“The amount of property invested in joint-stock companies, held in 
Scotland, became very large indeed ; so large that, I believe, few people 
form any thing like an adequate conception of it. Some idea may be 
gathered from the fact, that of one of our local railway companies (the 
Glasgow, Kilmarnock, and Ayr), above £ 1,500,000 of the capital stock 
is held in Scotland; and although that stock is now about par, it is a 
moderate estimate to say, that it may have cost most of the present 
holders, on an average, thirty per cent. more than the above sum. I do 
not think, therefore, that I can be accused of great exaggeration, if I 
estimate the total value of property in joint-stock companies, held in 
Scotland, at twenty to twenty-five millions. It was, of course, impos- 
sible that this large amount of property could be held by thousands of 
persons, without some of them requiring loans upon it, for longer or 
shorter periods, who did not wish to part with the property altogether. 
The banks were accordingly applied to, as the only distributors of 
money, to grant the accommodation required. The security was admit- 
ted to be good, the transfer was easily, securely, and not expensively 
made, yet the banks were unwilling to grant accommodation upon it. 
Some, indeed, granted it, in a few cases, as a favor to individuals, but 
not one of the banks would venture to make it a part of their regular 
business. The reason for this was excellent and satisfactory, — for the 
security, however good and safe, was not of that nature which suited the 
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business of banking. The business of a bank is, to accommodate mer- 
chants and tradesmen in their sales and purchases; and if any bank 
lends its funds on fixed securities (however safe they may be), it, to 
that extent, destroys its usefulness, and embarrasses the legitimate busi- 
ness for which it was established.” 

It occurred, therefore, to Mr. Kinnear and others, that a favorable op- 
portunity presented itself for establishing a bank on a new principle ; and 
accordingly, in May, 1845, the ‘“‘ Glasgow Commercial Exchange Com- 
pany” was commenced, for the purpose of making advances “on a 
kind of obligation which, though perfectly safe, could not be expected to 
be paid with the punctuality which is absolutely necessary in ordinary 
banking ” ; and it was soon ascertained that the public really wanted 
and would support such an undertaking, and that a sufficient amount 
of good business could be done in that department of banking to 
make the Company remunerative to the shareholders. The Company 
accordingly commenced lending on railway stocks, charging, in con- 
sideration of the permanent character of the advance, a higher rate of 
interest than ordinary banks. They also took in deposits, allowing five 
and a half per cent. on money deposited for six months, with three 
months’ notice of repayment, while the ordinary bank rate on deposits 
was only about half that amount. The public were therefore tempted to 
become depositors, and by this means the Exchange Bank was amply 
supplied with capital to lend, which it advanced to railway shareholders 
on the deposit of shares, taking care that an ample margin should be pre- 
served between the amount of the advance and the market value of the 
shares, so that, if necessary, they could be sold without loss to the Com- 
pany. Had this rule been strictly adhered to, the Exchange Banks would 
have proved profitable speculations ; but, unfortunately, it has been 
neglected in practice, and hence the ruin which has overtaken all the 
Companies. No sooner was the Commercial Exchange Company an- 
nounced, than its suitableness to the wants of the times was immediately 
acknowledged by the rapid projection of more than half a dozen 
“ banks” of a similar character in Glasgow alone. It was clearly shown 
in the prospectuses issued, that the Companies would be capable of pay- 
ing at least twenty per cent. per annum to their shareholders; and when 
it is added that these shareholders themselves had the additional advan- 
tage of borrowing money from their own Companies on shares, we need 
not be surprised to find that the directors had very little difficulty in ob- 
taining subscribers to their schemes, and that for a time every thing ap- 
peared to go on prosperously. No sooner was one Exchange Bank 
formed, than another was announced. Our authority before named 
says, this melancholy farce was enacted in Glasgow, among sober and 
reflecting men of business, for about twelve months. During this 
time there were actually set going, in Glasgow alone, no less than eight 
Exchange Companies, which number was afterwards reduced to six, by 
amalgamations.* Besides this, there were several projected in Edin- 


* The following is a list of the companies, nearly in the order in which they 
came into existence in Glasgow: —The Commercial Exchange Company. The 
National Exchange Company. The North British Bank. The Union Exchange 
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burgh, Aberdeen, and Dundee. The Companies all got speedily into 
order. Most unexceptionable men were named as directors, and every 
thing went on for a time with apparent regularity, the shares main- 
taining a good premium. Many people wondered where they all got 
business, and most prudent men considered the business overdone. But 
it was the palmy day of railways, when every body was rushing in to 
get the advantage supposed to be derived by holding shares in them ; and 
no one had any right to limit the public in the way in which they chose 
to employ their money. Railway shares were fashionable, and so were 
Exchange Companies’ shares.” 

The results of this folly we must reserve for description in another 
article. 


THE IMPORTANCE OF STATISTICS. 


Assumep Tueortes.— It has been one of his maxims that, in any in- 
quiry, the whole subject should, as far as possible, be investigated de 
novo, that is, as if nothing at all had been already concluded with regard 
to it; a maxim into which he had been led by finding so many instances 
in which doctrines and theories that were in every body’s mouth, and 
that ranked almost as incontrovertible axioms, have turned out, upon in- 
quiry, to be absolute fallacies ; and in laying down which he, neverthe- 
less, does full justice to the apparently contradictory maxim that, philo- 
sophically, theory, i. e. interrogation with doctrine bedded in it, is the 
true instrument for arriving at useful statistical results. — North British 
Review. 


Improvep ConpiTion oF Man. — According to a document which the 
men of science in France treat as satisfactory evidence, it appears that 
the annual mortality in Paris during the “ Age of Chivalry” (the four- 
teenth century) was one in sixteen or seventeen. During the seven- 
teenth century it was one in twenty-five or twenty-six ; and in 1824, it 
was one in 32.62. When the other parts of France were added to the 
capital, the proportion of deaths appeared still further to have decreased ; 
and, throughout the whole of France, the deaths during 1781 were one 
in twenty-nine. During the five years preceding 1825, it was one in 
thirty-nine. We have not the whole materials before us to enable us to 
determine accurately ; but the total results prove to the satisfaction of 


Company. The West of Scotland Investment Company. The Exchange Bank of 
Scotland. The Glasgow Exchange Company. . 
The Companies appear to have assisted each other in completing their share lists. 
Thus Mr. Kinnear says, that “ The Union Exchange Company, the North British 
Bank, the West of Scotland Investment Company, are all partners in the Exchange 
Bank of Scotland. The North British Bank, the Union Exchange Company, the 
Exchange Bank of Scotland, are all partners in the West of Scotland Investment 
Company. The North British Bank, the West of Scotland Investment Company, 
the Calan Exchange Company, are all partners in the National Exchange Com- 


26 
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men of science on the other side of the Channel that the value of life 
has doubled in France since “‘ le bon vieux tems,” and gained nearly 
one third since the Revolution. — Ibid. 


Poverty anv Pusiic Exrenpiture. — In the years 1783-85, the an- 
nual expenditure of England and Wales in the support of the destitute 
poor averaged £ 1,912,241; in 1801, it had increased to £ 4,017,871 ; 
in 1820, it was £ 7,330,256 ; and in the twelve subsequent years it had 
averaged six millions. This large total increase, manifesting itself 
everywhere locally in the shape of an increased and increasing rate, 
alarmed people ; they saw the mass of pauperism growing before their 
eyes, a the property of the country thereby threatened with a slow 
but sure annihilation. The question suggested itself, Could any means 
be devised to diminish this mass of pauperism, or at least to arrest its 
further growth? And, from a certain vague knowledge that all pos- 
sessed of the state of the case, and especiaily of the causes of the sud- 
den increase between 1785 and 1801, people were generally disposed to 
return an affirmative answer to this question. 

In the first years of the operation of the act, the poor-rates fell by 
more than two millions annually. Thus, in 1833, 1834, and 1835, the 
three last years of the old law, and when the agitation against it must 
have already had some effect in keeping down the rates, their amounts 
were £ 6,790,799, £ 6,317,255, and £ 5,526,418, respectively ; while in 
1836, 1837, and 1838, they were respectively £ 4,717,630, £ 4,044,741, 
and £ 4,123,604. So efficient was the working of the act in one direc- 
tion, that, we have been told, many publicans, whose houses had formerly 
been frequented by paupers, look back to the epoch of its initiation with 
the saddest recollections, as to a time when their business was curtailed 
by one half. — Ibid. 


ImporTANCE OF THE Census. —A well organized system of civil reg- 
istration (“* état civil”) is therefore one of the first wants of an enlight- 
ened people. No man in such a people is above or beneath the obliga- 
tion of authenticating his existence, his claims on the protection of his 
country, and his fulfilment of the duties of a citizen, — or of contribut- 
ing his individual quota of information, in what personally concerns him- 
self or his family, in reply to any system of queries which the govern- 
ment in its wisdom may see fit to institute respecting them. Such infor- 
mation may be regarded as a poll-tax, which, in this form, a government 
is fairly entitled to impose, and which indeed is at once the justest and 
least onerous of taxes ; or rather, it may be looked on as a mode of self- 
representation, by which each individual takes a part in directing the 
views of the legislature in objects of universal concern. Nothing, there- 
fore, can be more unreasonable than to exclaim against it, orto endeav- 
our to thwart the views of government in establishing such a system, — 
nor any thing more just than to guarantee its fidelity by penalties im- 
posed on false returns or wilful omissions. 

The analysis of the population returns of a great nation, or rather the 
drawing from that analysis, duly executed according to rational classi- 
fications, just and philosophical conclusions, is a task calling for the 
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exercise of much acuteness and discrimination in appreciating the influ- 
ence which the relative proportions between the classes, as to age, condi- 
tion, calling, must necessarily have on national character and habits, and 
in weighing — with reference to future prospects—the probable influ- 
ence on that character and those habits which is involved in even a very 
moderate observed change, from time to time, in those proportions. — 
Edinburgh Review, 1850. 


PopuLtaTion AND INpustry. — The numerical tables of a population, 
when made with care and with all the development which science re- 
quires .... . form, in the annals of a people, the most eloquent page 
that a statesman can read, if he understand them well. In fact, it only 
belongs to the practical observer completely to understand the language 
of figures, and not to go beyond what they can teach him. Censuses, 
well made, and which succeed one another on a uniform plan and at in- 
tervals sufficiently near, should present most precise notions of the phys- 
ical and moral condition of a people, — of the degree of its power, — of 
its prosperity, — and of the tendencies which may compromise its future ; 
they would teach much better than voluminous inquiries, which are often 
fettered by prejudices and private interests, what we ought to think of 
the retrograde state of the immoderate development of certain branches 
of industry. — Quetelet on Probabilities. 


Statistics. — Whether statistics be an art or a science, or a scientific 
art, we concern ourselves little. Define it as we may, it is the basis of 
social and political dynamics, and affords the only secure ground on 
which the truth or falsehood of the theories and hypotheses of that com- 
plicated science can be brought to the test. — Edinburgh Review, 1850. 


THE INFLUENCES OF RAILROADS. 
From Lardner’s Railway Economy. Published by Harper & Brothers. New York. 
1850. 


INFLUENCE OF ImpRoveD Transport. — The art by which the pro- 
ducts of labor and thought, and the persons who labor and think, are 
transferred from place to place, is, more than any other, essential to 
social advancement. Without it no other art can progress. A people 
who does not possess it cannot be said to have emerged from barbarism. 
A people who has not made some advances in it cannot yet have risen 
above a low state of civilization. Nevertheless, this art has been, of all 
others, the latest in attaining a state of perfection, so late, indeed, that 
the future historian of social progress will record, without any real viola- 
tion of truth, that its creation is one of the events which have most em- 
inently signalized the present age and generation. For, although trans- 
port by land and water was practised by our forefathers, its condition 
was so immeasurably below that to which it has been carried in our 
times, that a more adequate idea of its actual state will be conveyed by 
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calling it a new art, than by describing it as an improvement on the old 
one. 

But if human invention have been late in directing its powers to this 
object, it must be admitted to have nobly compensated for the tardiness 
of its action by the incomparable rapidity of advancement it has pro- 
duced, when once they have been brought into play. Within a hun- 
dred years more has been accomplished in facilitating and expediting 
intercommunication than was effected from the creation of the world to 
the middle of the last century. This statement may, perhaps, appear 
strained and exaggerated, but it will bear the test of examination. 


Errect of Cueap TraNnsPortaTION ON Prices. —In countries where 
transport is dear and slow, there consequently arises great disadvantage, 
not only to the rural, but also to the urban population. While the class 
of articles just referred to are at a ruinously low price in the rural dis- 
tricts, they are at a ruinously high price in the cities and larger class of 
towns. In the country, where they exist in superfluity, they fetch com- 
paratively nothing : in the towns, where the supply is immeasurably be- 
low the demand, they can only be enjoyed by the affluent. 

France, one of the most civilized states of Europe, exhibits a deplor- 
able illustration of this. Notwithstanding the fertility of her soil, the 
number, the industry, and intelligence of her population, the products of 
every description, animal and vegetable, which abound in her territory, 
yet, from the absence of sufficiently easy means of intercommunication, 
these advantages have been hitherto almost annihilated. All these pro- 
ductions, in the place where they are raised, can be obtained at a lower 


price than in most other countries ; and yet, in consequence of the cost 
of transport, they would attain, if brought to the place where they are in 
demand, a price which would amount to a prohibition on their consump- 
tion. From this cause the industry of France has long been to a great 
extent paralyzed. 


Errect oN THE AcricutturaL Resources oF THE Country. — The 
extent of soil by which great cities are supplied with perishable articles 
of food, is necessarily limited by the speed of transport. A ring of coun- 
try immediately about a great capital is occupied with market-gardens 
and other establishments for supplying the vast population collected in 
the city with their commodities. The width of this ring will be deter- 
mined by the speed with which the articles in question can be transport- 
ed. It cannot exceed such a breadth as will enable the products raised 
at its extreme limit to reach the centre in such a time as may be com- 
patible with their fitness for use. 

It is evident that any improvement in transport which will double its 
speed will double the radius of this circle; an improvement which will 
treble its speed will increase the same radius in a threefold proportion. 
Now, as the actual area or quantity of soil included within such a radius 
is augmented, not in the simple ratio of the radius itself, but-in the pro- 
portion of its square, it follows that a double speed will give a fourfold 
area of supply, a triple speed a ninefold area of supply, and so on. How 
great the advantages therefore are, which in this case attend increased 
speed, are abundantly apparent. 
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Errects on CommerciaL Retations.— Nothing facilitates and de- 
velops commercial relations so effectually as cheap and rapid means of 
intercommunication. When, therefore, all nations shall be found more 
intimately connected with each other by these means, they will inevita- 
bly multiply their exchanges, and general commerce will undergo great 
extension, mutual interest will awaken moral sympathies, and will lead 
to political alliances. After having for ages approached each other only 
for war, peoples will henceforward visit each other for purposes of amity 
and intelligence, and old antipathies, national and political, which have 
so long divided and ruined neighbouring states, will speedily vanish. 

But if, in spite of this general tendency toward pacific progress and 
peace, war should occasionally break out, the improved means of 
communication will aid in bringing it to a prompt close. A single battle 
will decide the fate of a country, and the longest war will be probably 
circumscribed within a few months. 

The advantages of good means of communication in the diffusion 
of knowledge, and the increase of civilization by intellectual means, 
are not less considerable. While the means of intercommunication 
are slow, difficult, and costly, great cities have a tendency to monop- 
olize intelligence, civilization, and refinement. Their genius and tal- 
ent are naturally attracted, while the rural districts are left in a com- 
paratively rude and almost barbarous state. With easy and rapid 
means of locomotion, however, the best part of the urban population 
circulates freely through the country. This interfusion improves and 
civilizes the rural population. The highest intelligence will be occasion- 
ally found, both in public and in private, diffusing knowledge and sci- 
ence in the remotest villages. We cannot now take up a London jour- 
nal without observing: announcements of men distinguished in the various 
branches of knowledge and art, visiting the various towns and villages of 
the provinces, and delivering there lectures on science, and entertain- 
ments and exhibitions in the fine arts. So rapid are the communications, 
that it is frequently announced that this or that professor or artist will, on 
Monday evening, deliver a lecture or entertainment in Liverpool, on 
Tuesday in Manchester, on Wednesday in Preston, on Thursday in Hali- 
fax, on Friday in Leeds, and so forth. 


CoNnTRAST BETWEEN 1678 anv 1849. — In 1678, a contract was made 
to establish a coach for passengers between Edinburgh and Glasgow, a 
distance of forty-four miles. This coach was drawn by six horses, and 
the journey between the two places, to and fro, was completed in six 
days. Even so recently as the year 1750, the stage-coach from Edin- 
burgh to Glasgow took thirty-six hours to make the journey. In this 
present year, 1849, the same journey is made, by a route three miles 
longer, in one hour and a half! 

In the year 1763 there was but one stage-coach between Edinburgh 
and London. This started once a month from each of these cities. It 
took a fortnight to perform the journey. At the same epoch the journey 
between London and York required four days. 

In 1835 there were seven coaches started daily between London and 
Edinburgh, which performed the journey in Jess than forty-eight hours. 

26* 
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In this present year, 1849, the same journey is performed by railway 


in twelve hours! 


Spreep oF Britisnu Raiiroaps. 


Tabular Analysis of the Movement of the Passenger Traffic on the Principal Lines of Rail- 
way diverging from London, showing the average Speed, Stoppages, &c., of each Class of 
Trains. — N. B. An average loss of five minutes is allowed for each stoppage, except in 
particular cases, where a greater delay is fixed by the programme. This is intended to 


include the time lost in coming to rest and getting up speed. 


: Average 
Name of Railway. Train. ——_ Time. ute: orang 
Stoppages. 
Miles, — ih. m. yer 
London to Liverpool, Express, . 201 5 45 5 35.00 
sg “ Express Mail, 201 6 45 15 29.75 
“ Mal, .-. WM 7 57 15 25.25 
7 “ Ist and 2dcl., 201 8 0 20 25.10 
* “ 3d class,. . 201 14 45 45 13.65 
London to Exeter, . . Express, . 193} 4 30 7 43.00 
“ a Mall,. .. 193} 7 10 21 27.00 
« a Ist and 2d cl., 193} 715 25 26.65 
ad ¢ Sdelass,. . 1933 13 5 37 14.75 
London to Southampton, Express, . 80 2 15 6 35.60 
. “ Mail,. . . 80 3 0 11 26.65 
a « Ist and 2d cl., 80 3 20 13 24.10 
“ “ 3dclass, . 80 445 18 16.85 
London to Dover, . . Express,. . 88 2 30 8 35.20 
ad “ er 88 2 30 5 35.20 
a » Ist and2dcl., 988 3 45 15 23.45 
* . Sd class,. . 88 40 17 22.00 
London and Brighton, . Express, . 504 1 30 1 33.80 
" “ re 504 1 30 3 33.80 
% # Ist and2dcl., 504 2 0 3 25.25 
- - 3d class,. . 504 2 2% 11 20.65 





Totals and averages, . ... . . 2,652 108 42 301 24.45 





Pesce ys 
Speed in 
Motion, ex- 
cluding 
Stoppages. 


Miles per 


hour. 
37.75 
36.60 
31.00 
31.70 
18.25 
51.60 
36.80 
38.60 
19.32 
45.80 
38.25 
35.50 
24.65 
48.50 
42.10 
29.35 
30.40 
35.85 
40.50 
28.90 
33.80 


32.00 


Tabular Analysis showing the average daily Mileage of Tons of Goods, and the average 
Number of Tons carried daily per Mile, on the under-mentioned Railways, during the 


Twelve Months ending June 30, 1847. 
Number of Miles Average daily 


Average Number 


open. Mileage. Quity eee Mile 

London and Northwestern, . P ° e 428 269,639 631 
Great Western, . ° ° . ° ° 245 52,075 212 
Midland, a ee a 283 103,085 364 
London, Brighton, and South Coast,, . 135 9,187 68 
— mc ae , Eastern Counties, 182 42,919 235 
Bristol and Birmingham, . . . . 85 24,132 28 

London and Southwestern, . . . ° 190 19,241 101 
York and Newcastle, . oe Wm 229 80,651 352 
York and North Midland, . . «© . 175 33,244 190 
Lancashire and Yorkshire, ae 108 49,240 456 
All the remaining lines, Plater tan ih 976 330,650 338 
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Frencu Raitroaps. 


Synopsis of the Length and Cost of Construction of Fifteen of the principal French 
Railways. 


Length under Total Expenses of Average Cost 








Name of Railway. raffic. —— per Mile. 
Miles. 

North, . m - a ° 321 7,216,596 22,481 
Amiens and Boulogne, . ° . és ° 77 1,562,564 20,293 
Paris and Rouen, . . ° ° ° ° 85 2,682,878 31,563 
Rouen and Havre, . ° é ° ° 55 2,324,790 42,269 
Rouen and Dieppe, . . ‘ ° ° e 31 570,440 18,400 
Paris and Versailles (right bank), a 11.8 740,258 62,734 
- - (left bank), . . « 10.5 690,832 65,700 
Paris and Orleans, . = 7 81.5 2,324,784 28,525 
Orleans and Tours, . ° ‘ ‘ ° e 71.5 1,749,628 24,470 
Tours and Angers, ° e ° ° ° 67 1,355,916 20,239 
Centre, . oh nceke ee 142 3,473,812 24,463 
Avignon and Marseilles, . Ue es 78 2,894,193 37,105 
Strasburg and Basle, ‘ ° . Pe ‘ 87 1,788,536 20,557 
Paris and St. Germain, . ‘ . i : 13 996,399 76,646 
Lyons and St. Etienne, . . + “¢ ° 36 949,866 26,385 
Totalsand averages, . . .« «. «© 1167.3 31,321,492 26,832 


British Rarrways.— The report of her Majesty’s Commissioners of 
Railways for the year 1849, just issued, is considered by city author- 
ities to be satisfactory, particularly as regards the future prospects of 
these vast investments, it being evident that traffic is regularly and grad- 
ually increasing, that working expenses are being reduced, and a better 
mode of management becoming understood, which must shortly be 
adopted. The report shows that there are now, in round numbers, six 
thousand miles of railway open for traffic, which has cost the proprietors 
£ 200,000,000, or about £ 33,000 per mile; there are also nearly one 
thousand miles in course of construction, on which about £ 20,000,000 
have already been expended ; so that about £ 13,000,000 will be required 
to complete the works now in progress. Parliament has sanctioned the 
making of 5,000 miles more than has already been alluded to; but the 
greater portion of these has been abandoned, and it is questionable if any 
part will ever be heard of more. The gross receipts for the year, of the 
5,996 miles opened on the 31st December last, amounted to £ 11,806,000, 
deducting from which the working expenses at the rate of forty-three per 
cent. would leave a net profit of £ 6,729,420, equal to 3.40 per cent. ; 
but as nearly one fourth of the capital is borrowed at a higher rate of 
interest than this, the difference must be deducted, and then an available 
profit of about three per cent. remains as the average of all the railways 
in the kingdom. An opinion is now gaining ground that railways have 
passed the worst stage of depression, and that, with a daily increasing 
population, a development of trade, and a greater appreciation of the 
benefits of railway traffic, coupled with improvements of machinery, and 
a consequent reduction of working expenses, this description of property 
will improve under the present plethora of money and the progressive 
character of our commerce. — London Morning Chronicle, Aug. 3, 1850. 
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American Gexivs.— The Twenty-Third Annual Fair of the American Institute 
will be held at Castle Garden, in the City of New York, in October, 1850. 

The manufacturers, mechanics, inventors, artisans, farmers, gardeners, and silk cul- 
turists of the United States, are respectfully invited to bring the choicest productions 
of their skill, labor, and invention, and compete for the premiums of the Institute, 
which will be liberally bestowed. 

The managers awarded, at the last two Fairs, 108 gold medals, 545 silver medals, 
125 silver cups, 871 diplomas, 282 volumes of agricultural books, and 342 dollars in 
cash premiums. They have appropriated $ 500 to be awarded at the Fair of 1850 to 
apprentices and minors, for specimens of art and industry in their respective occupa- 
tions; satisfactory evidence must be produced, showing that the specimens exhibited 
by them are entirely the result of their own skill and industry. 

The Cattle Show, Spading Match, Ploughing, and Testing of Ploughs, will 
be held under the direction of the Board of Agriculture. Arrangements will 
be early made, and due notice given of the holding of this part of the exhibi- 
tion. It will be opened for pure breed and all aaa farm stock from any part of 
the United States. The Spading Match, Ploughing, and Testing of Ploughs, will 
be held in conjunction with the Society of Agriculture and Horticulture of West- 
chester Co., es York, at the time of holding their county Fair, which will be on 
Friday, the 1]th day of October. The Cattle Show will be held at Madison Cot- 
tage, corner of Fifth Avenue and Twenty-third Street, and open to the public on 
the 16th and 17th of October. The lists of stock, with pedigrees, should be handed 
in as early as the 14th of October, in order that the committee may have time to pre- 
pare lists for the judges. A detailed statement and programme of the Board of 
Agriculture will be completed and published without delay. 


ESSAYS ON MONEY, COINS, AND BULLION. 
BY J. R. McCULLOCH, Ese. 


AUTHOR OF “THE DICTIONARY OF COMMERCE,” “PRINCIPLES OF POLITICAL 
Economy,” &c. ° 


The following Essays are republished from the seventh edition of “'The Encyclo- 
pedia Britannica,” edited by the late Professor Napier, of Edinburgh. In the pres- 
ent edition these writings have been divided into chapters, for more convenient refer- 
ence, and are also furnished with a separate index to each essay. 


{We consider it unnecessary to make any apology for occupying a large space of our 
present number with Mr. McCulloch’s article on Money, &c. The conclusion of the 
article will be given in our next number,—and in the mean while we commend it to the 
close attention of our readers. Mr. McCulloch’s Essays on “Interest” and on “ Ex- 
change ” have been already published in the prior numbers of this Magazine for the year 1850. 
The three several Essays are also published in a separate volume, making 144 pages, copies 
of which may be had of booksellers throughout the Union. Copies will be supplied also, 
per mail, by the publisher of the Bankers’ Magazine, for the convenience of those who 
wish them more speedily. Price seventy-five cents each.—Ep. B. M.] 


McCuctocn’s Essays.— Mr. McCulloch has condensed a great mass of knowledge, 
which men of all parties should be glad to see so put together, in his “ Political Economy,” 
“ Exchange,” “Interest,” “Taxation,” “Paper Money,” and “ Principles of Banking.” 
— London Quarterly Review. 

McCuttocu on Taxation. — This work embraces one of the most extensive, and pre- 
eminently the most practical department of the all-important science to which it belongs ; 
and it comes to us recommended by the authorship of one of the most distinguished culti- 
vators of that science. 
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It is a work with which not only every statesman and legislator, but every reflecting 
member of the community, ought to make himself acquainted ; and we have no hesitation, 
therefore, in saying that Mr. McCulloch has, by the thought and labor he has devoted to 
its composition, added another strong claim to those he had before established upon the 
gratitude of his countrymen. — London Quarterly Review. 


AN ESSAY ON MONEY, 


Wira Remarks on Corns, Buttion, METALLIC AND PaPpER CURRENCY, SEIGNORAGE, 
DEGRADATION OF THE STANDARD, &C.; TOGETHER WITH Copious TABLEs OF THE 
Weicut, Vauve, &c., oF THE Coins oF Various Nations. 


By J. R. McCULLOCH. 


CONTENTS. 


CHAPTER I.— Origin of Money. — Circumstances which led to the use of 
money. Principal properties that every commodity used as such ought to possess. 

Not a sign or a measure of value, but a real equivalent. 

On the commodities used as money in different countries. 

On the defects of these commodities. 

Gold and silver the fittest materials for money, and first used in the shape of bars 
and ingots. 

On the coinage of gold and silver. 

Advantages of coined money. — Coined money not a sign, or a measure, of value. 

Use of gold and silver as a standard for estimating the relative value of commod- 
ities. Proof of the non-existence of an abstract or ideal standard. 


CHAPTER II.— The Exchangeable Value of Money.— The cost of production 
regulates the'value of money, when the power of supply is not monopolized. 

The proportion between the supply and demand regulates the value of money, 
when the power of supply is monopolized. 


CHAPTER III. — Seignorage.— A moderate seignorage on coined money shown 
to be advantageous. Principles which should regulate its amount. 

Reasons why a seignorage should be imposed on coined money. 

If the supply of coins could be sufficiently limited, a high seignorage might be 
exacted. 

Difficulty of limiting sufficiently the supply of coins, and necessity of imposing 
only a moderate seignorage. 

-On the amount of the gold coinage since the accession of James II. Expense of 
the coinage of gold and silver. 

History of the seignorage in England. 

Remedy or shere. Seignorage in France. 

CHAPTER IV.— Currency of the Precious Metals. — Estimate of the expense 
of a currency consisting of the precious metals. 

CHAPTER V.— Paper Money. — Origin of paper money, and principle on which 
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The principle on which the value of paper money is maintained. 

Limitation of supply sufficient to sustain the value of bank paper. 

Difficulty of limiting the supply of bank paper, otherwise than by rendering it ex- 
changeable for gold or silver. Proposition maintained by those who deny that bank 
paper can be depreciated. 
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The demand for discounts depends on a comparison between the rate of interest 
and the rate of profit. 

Necessity of making bank-notes payable in ‘gold or silver. Scheme for paying 
notes in gold bars. 


CHAPTER VI.— Standard of the Currency.— Whether gold or silver should be 
adopted as the standard of the currency, or whether it should consist of both. Im- 
possibility of arbitrarily fixing the relative value of gold and silver. 

Over-valuation of gold at the mint the cause of its being used in all considerable 
payments Great Britain. 

The contrary effect produced by the over-valuation of silver in the French mint. 

Silver preferable to gold as a standard. A gold and silver currency equally valu- 
able. 


CHAPTER VII. — Standard of Money.— On the standard of money. Purity of 
English coins. Weight of English coins. 

Variations of the standard. General remarks. Manner of changing the standard. 

Roman money. Weight of the as. Proportion of silver to copper. Value of the 
denarius. Value of the aureus. The sestertius. Errors of Dr. Arbuthnot and others. 

French money. History of the money of France. Table of the progressive deg- 
radation of the livre. 

English money. Degradation of the pound sterling. Of the money of Scotland. 
Treland. 

Money of Germany, Spain, Russia. Raising of the value of coin. 

Increase of the value of the English coins in the reign of Edward VI. 

Pernicious effects of a reduction of the standard. 

From 1601 to 1797 no change made in the standard. 

Effects of the restriction of cash payments in 1797 in degrading the value of bank 
paper. Extraordinary Resolution of the House of Commons. 

Bankruptcy of the country banks in 1814, 1815, 1816. Cause of the rise in the 
value of bank paper. The act of 59 George III. (1819) did not raise the value of 
the currency. 

The standard as now fixed ought to be maintained inviolate. 


Tasces Revative To tHe Money or Great Britain AND OTHER CounTRIES. 


1. English Money. Account of the English silver and gold coins, showing 
their value, the seignorage or profit upon the coinage, and the price paid to the pub- 
lic by the mint, for the pound troy of standard gold and silver, from the Conquest to 
the year 1816. 

2. English Money. Amount of the quantity of fine silver coined into 20s., or 
the pound sterling; the quantity of standard silver, of 11 oz. 2dwts. fine, and 18 dwts. 
alloy, contained in 20s., or the pound sterling, and the quantity of standard silver 
which was delivered to the mint, by the public, fur 20s. of silver money, in the 
different reigns, from the time of Edward I. to the reign of George III. A similar 
account with respect to gold. And an account of the proportionate value of fine 
gold to fine silver, according to the number of grains contained in the coins; and 
the proportionate value of fine gold to fine silver, according to the price paid by the 
mint to the public. Calculated in grains and 1,000 parts troy weight. 

3. Scots Money. Account of the number of pounds, shillings, and pennies, Scots, 
which have been coined out of one pound weight of silver at different times, with 
the degree of purity of such silver, or its fineness, from the year 1107 tothe year 1601. 

4. Scots Money. Account of the number of pounds, shillings, and pennies, 
Scots, which have been coined out of one pound weight of gold, with the degree of 
their purity, and the proportion that the gold bore to the silver. 
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5. English Paper Money. Account of the average market price of bullion in 
every year, from 1800 to 1821. Of the average value per cent. of the paper cur- 
rency, estimated from the market price of gold for the same period, and of the aver- 
age depreciation of the paper currency. 

6. Gold Coins of Different Countries. A table containing the assays, weights, 
and values of the principal gold coins of all countries, computed according to the 
mint price of gold in England, and from assays made both at London and Paris, 
which have been found to verify each other. 

7. Silver Coins of Different Countries, A table containing the assays, weights, 
and values of the principal silver coins of all countries, computed at the rate of 
5s. 2d. per ounce standard, from assays made both at the London and Paris mints. 

8. Account of the relative value of gold and silver in the principal trading places 
of the world, computed from the proportional quantity of pure metal in their prin- 
cipal coins, and the legal or current price of those coins respectively. Given in by 
Dr. Kelly to the committee of the House of Lords, appointed in 1819, to inquire in- 
to the expediency of the Bank’s resuming cash payments. 





CHAPTER I. 


CIRCUMSTANCES WHICH LED TO THE USE OF MONEY. — PRINCIPAL PROPER- 
TIES THAT EVERY COMMODITY USED AS SUCH OUGHT TO POSSESS. — NOT 
A SIGN OR A MEASURE OF VALUE, BUT A REAL EQUIVALENT. 


Circumstances leading to the Use of Money. 

Money is a term used to designate whatever commodity the inhabitants 
of any particular country accept, either voluntarily or by compulsion, as 
an equivalent for their labor, and for whatever else they have to dis- 
pose of. 

A country in which the division of labor was unknown, and where 
every individual or family directly produced the commodities necessary 
for his or their consumption, would have no exchanges, and consequent- 
ly no money. But after the division of labor has been established, the 
introduction of money becomes necessary, or, at least, highly advanta- 
geous. A very small part only of a man’s wants is then directly sup- 
plied by his own labor. The greater part is indirectly supplied by 
exchanging that part of the produce of his labor which exceeds his 
own consumption, for such parts of the produce of other men’s labor as 
he has occasion for, and they are willing to part with. Every man thus 
lives by exchanging, or becomes in some measure a merchant, and the 
society itself grows to be what is properly a commercial society. 

*‘ But when the division of labor first began to take place, this power 
of exchanging must frequently have been very much clogged and em- 
barrassed in its operations. One man, we shall suppose, has more of a 
certain commodity than he himself has occasion for, while another has 
less. The former, consequently, would be glad to dispose of, and the 
latter to purchase, a part of this superfluity. But if this latter should 
chance to have nothing that the former stands in need of, no exchange 
can be made between them. ‘The butcher has more meat in his shop 
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than he himself can consume, and the brewer and the baker would each 
be willing to purchase a part of it ; but they have nothing to offer in ex- 
change except the different productions of their respective trades, and 
the butcher is already provided with all the bread and beer which he has 
immediate occasion for. No exchange can, in this case, be made be- 
tween them. He cannot be their merchant, nor they his customers; and 
they are all of them thus mutually less serviceable to one another. To 
avoid the inconvenience of such situations, every prudent man in every 
period of society, after the establishment of the division of labor, must 
naturally have endeavoured to manage his affairs in such a manner as to 
have at all times by him, besides the peculiar produce of his own indus- 
try, acertain quantity of some one commodity or another, such as he 
imagined few people would be likely to refuse in exchange for the prod- 
uce of their industry.” (Wealth of Nations, vol. i. p. 43, McCulloch’s 
edition.) 
Commodities used as Money in Different Countries. 


An infinite variety of commodities have been used as money in differ- 
ent countries and states of society. Those nations who chiefly subsist 
by the chase, such as the ancient Russians, and the greater part of the 
Indians who now occupy the uncultivated portion of America, use the 
skins of wild animals as money. Ina pastoral state of society, cattle 
are most commonly used for that purpose. Homer tells us that the 
armour of Diomede cost only nine oxen, whilst that of Glaucus cost one 
hundred. (Jlia. lib. 6, lin. 235.) The etymology of the Latin word 
(pecunia) signifying money, and of all its derivatives, proves that cattle 
(pecus) had been the primitive money of the Romans. They had also 
been used as such by the ancient Germans ; for their laws uniformly fix 
the amount of the penalties to be paid for particular offences in cattle. 
(Storch, in loco citato.) In remoter ages corn was very generally used 
in agricultural countries as money ; and even now it is by no means un- 
common to stipulate for corn rents and wages. Other commodities have 
been used in different countries. Salt is said to be the common money 
of Abyssinia ( Wealth of Nations, i. p. 45); a species of shell called 
cowries, gathered on the shores of the Maldive Islands, are used in 
smaller payments throughout Hindustan, and form the only money of 
extensive districts in Africa. Dried fish forms the money of Iceland and 
Newfoundland, and sugar of some of the West India Islands; and Dr. 
Smith mentions that there was, at the period of the publication of the 
** Wealth of Nations,” a village in Scotland where it was customary for 
a workman to carry nails as money, to the baker’s shop or the ale-house. 
( Wealth of Nations, i. p. 45.) 


Defects of these Commodities. 


But these commodities are universally deficient in some of the requisites 
which every commodity used as money ought to possess. Products must 
frequently be brought to market worth only half an ox, or half a skin; but 
as an ox could not be divided, and as the division of a skin would prob- 
ably deprive it of the greater part of its value, it would be impossible to 
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exchange them for such money. Divisibility is not, however, the only 
indispensable requisite in a commodity used as a medium of exchange. 
It is necessary that it should admit of being kept for an indefinite period 
without deteriorating ; that it should, by possessing great value in small 
bulk, be easily transported ; and that one piece of money, of a certain 
denomination, should always be precisely equivalent to every other piece 
of money of the same denomination. But none of the commodities above 
named as having been used as money possesses these properties. Though 
cattle had been sufficiently divisible, they could neither be preserved, nor 
transported from one place to another, without a great deal of trouble and 
expense ; while, owing to the difference in their qualities, one ox might 
be worth two or three oxen of an inferior species. It is plain, therefore, 
that they could not serve as money except in a very rude state of society, 
when the arts were almost unknown, and when the rearing of cattle 
formed the principal employment. Corn was sufficiently divisible ; but 
its bulk was far too great in proportion to its value to admit of its easy 
transportation, and it was also of very different and not easily appreciated 
qualities. Salt, sugar, shells, and fish, are all liable to insuperable ob- 
jections. The values of equal quantities of all of them differ very great- 
ly ; some of them cannot be divided, and others cannot be preserved or 
transported without great loss. 

But the commodities in question were deficient in a still more important 
particular. Their value was not sufficiently invariable to permit of their 
being advantageously used as money. ‘They were not durable com- 
modities, nor was it possible to adjust their supply so as to avoid sudden 
fluctuations of price. The occasional abundance and scarcity of pasture 
has a powerful influence on the price of cattle, which is still more serious- 
ly affected by the prevalence of epidemical diseases, and other contin- 
gencies. The fluctuations in the price of corn, arising from the varia- 
tions of the seasons, are too striking and obvious to require to be pointed 
out. And in the islands where cowries are picked up, a strong gale from 
a particular point of the compass has frequently, in a few hours, sunk 
their value considerably. It was impossible, therefore, that such com- 
modities could ever be either generally or permanently used as money in 
civilized societies. No person would willingly exchange the produce of 
his industry for a commodity which might, in a few weeks, or even days, 
lose a third or a half of its value. 


Gold and Silver the fittest Materials for Money, and first used in the shape of 
Bars or Ingots. 


The desire of uniting the different qualities of invariability of value, 
divisibility, durability, facility of transportation, and perfect sameness, 
doubtless formed the irresistible reasons which have induced mankind, in 
every civilized society, to employ gold and silver as money. The value 
of these metals is certainly not invariable, but it changes only by slow 
degrees ; they are divisible into any number of parts, and have the sin- 
gular property of being easily reunited, by means of fusion, without loss ; 
they do not deteriorate by being kept ; and, from their firm and compact 
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texture, they are very difficult to wear; their cost of production, espe- 
cially of gold, is so considerable, that they possess great value in small 
bulk, and can, of course, be transported with comparative facility ; and an 
ounce of pure gold or silver, taken from the mines in one quarter of the 
world, is precisely identical with an ounce of pure gold or silver dug 
from the mines in any other quarter. No wonder, therefore, when almost 
all the qualities necessary to constitute money are possessed in so eminent 
a degree by the precious metals, that they have been used as such, in 
civilized societies, from a very remote era. They became universal 
money, as M. Turgot has observed, “ not in consequence of any arbitrary 
agreement among men, or of the intervention of any law, but by the 
nature and force of things.” 

A considerable period must, however, have elapsed after the introduc- 
tion of the precious metals into commerce, before they were generally 
used as money. But, by degrees, the various qualities, which so pe- 
culiarly fit them for this purpose, would become obvious ; and every indi- 
vidual, in consulting his own advantage, would endeavour to exchange 
a part, at least, of the produce of his industry for commodities which 
could be easily concealed or carried about, which did not deteriorate by 
being kept, and of which he could give a portion equal in value to the 
value of any other commodity he might afterwards wish to obtain. 
When first brought to market, gold and silver, like copper, iron, or any 
other metal, were in an unfashioned state, in bars or ingots. A sheep, an 
ox, a bushel of wheat, &c., was then bartered for a piece of gold or sil- 
ver, exactly as it would have been bartered for iron, copper, cloth, or any 
other commodity. The parties first agreed upon the quality of the metal 
to be given for the goods, and the quantity, which the possessor of the 
metal had bound himself to pay, was next ascertained by weight. Nor 
is this a mere conjectural statement, advanced in a later age to explain 
appearances, and resting on probability only. Aristotle (Polit., lib. i. 
cap. 9) and Pliny (Hist. Nat., lib. xxxiii. cap. 3) tell us, that such was, in 
fact, the original method by which the precious metals were exchanged 
in Greece and Italy ; and the sacred writings present us with a striking 
and remarkable example of the prevalence of the same primitive practice 
in the East. We are there told that Abraham weighed four hundred 
shekels of silver, and gave them in exchange for a piece of ground he 
had purchased from the sons of Heth. (Genesis, chap. xxiii. ver. 16.) 
It is also mentioned, that this silver was “current money with the mer- 
chant,” an expression which evidently refers to its quality only. For, had 
it been coined, or marked with a stamp, indicating its weight and fine- 
ness, it would have been unnecessary to have weighed it. These ancient 
practices still subsist in various countries. In many parts of China, gold 
and silver do not circulate as coin under the authority of a public stamp, 
but their value is always ascertained by weight. When exchanged, they 
are cut into pieces, supposed to be nearly proportioned to the value of 
the commodity they are to be given for ; and the pieces are then weighed 
to ascertain their precise value. This practice is also prevalent in Abys- 
sinia and Tonquin. (Goguet, De I’ Origine des Loix, &c., tom. i. p. 268, 
4to edit. See also Park’s Travels, vol. i. p. 464, 8vo edit.) 
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Before the art of metallurgy was well understood, the baser metals 
were frequently used as money. Iron was the primitive money of the 
Lacedzmonians, and copper of the Romans. But both iron and copper 
deteriorate by being kept; and, besides this defect, the rapid improve- 
ment of the arts, and the consequent reduction of their price, speedily 
rendered their bulk in proportion to their value too great to permit of 
their continuing to be used as money. Copper, however, is still advan- 
tageously used in the form of tokens, convertible into silver in very small 
payments. In Great Britain, copper pence and halfpence are at present 
rated at about seventy-two per cent. above their real value ; but as the 
issue of them is exclusively in the hands of government, and as they are 
legal tender to the extent of one shilling only, in any one payment, this 
over-valuation has not, for reasons which we shall afterwards explain, had 
any bad effect. (See Memorandum on the Silver Coinage of 1817, by 
the Master of the Mint, p. 378 of the Appendix to the Lords’ Report on 

7 the Resumption of Cash Payments by the Bank.) 


Coinage of Gold and Silver. 


The trouble and inconvenience attending the weighing of the quantity 
of metal in every exchange of gold and silver for commodities, must 
have been early experienced. But the greatest obstacle to the use of un- 
fashioned metals as money, would undoubtedly be found in the difficulty 
of determining their quality, or the degree of their purity, with sufficient 
facility and accuracy. The operation of assaying is one of great nicety 
and delicacy ; and, notwithstanding all the assistance derived from modern 
art, it is still no easy matter to ascertain the precise degree of purity of a 
particular piece of metal. In early ages, such an operation must have 
been performed in a very clumsy and bungling manner. It is most 
probable, indeed, that when the precious metals were first used as money, 
their quality was appreciated only by their weight and color. A very 
short experience would, however, be sufficient to show the extreme in- 
exactness of conclusions derived from such loose and unsatisfactory cri- 
teria; and the devising of some method by which the fineness of the 
metal might be easily and correctly ascertained, would very soon be felt 
-as indispensable to the general use of gold and silver as money. Such a 
method was not long in presenting itself. It was early discovered, that, 
to ascertain the purity of the metal, and also to avoid the trouble and ex- 
pense of weighing it, no more was necessary than to mark each piece 
with a stamp, declaring its weight and fineness. Such seem to have been 
the various steps which led the ancients to the introduction of coined 
money (Goguet, De Origine des Loix, §c., tom. i. p. 269) ; an inven- 
tion of the very greatest utility, and which has, perhaps, contributed more 
than any other to facilitate commerce, and to accelerate the progress of 
civilization and the arts. 

Advantages of Coined Money. — Coined Money not a Sign or a Measure 
of Value. 

“‘ Without some article of known exchangeable value, such as coin, 

readily received as an equivalent for other things, the interchange of 
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commodities must have been very limited, and, consequently, the divisions 
of labor very imperfectly established. Now, money obviates these evils, 
and, by a twofold operation, augments production. In the first place, it 
saves all that time and labor which, while the intercourse between man 
and man is carried on by barter, must frequently intervene before a per- 
son can be supplied with the quantity of the commodity which he wants. 
In the second place, and in consequence of its saving the time and labor 
which must otherwise be spent in effecting exchanges, it multiplies the 
transactions of mercantile industry, and thus allows the divisions of em- 
ployment to be more thoroughly established. By the first operation, it 
disengages a very considerable portion of labor from an unproductive 
occupation, and enables it to receive a more useful direction. By the 
second operation, it increases in a very high degree the productive powers 
of the labor already usefully employed. It assists every man in availing 
himself of the skill and dexterity which he may have acquired in any 
particular calling, and promotes cultivation in a manner suitable to the 
climate and soil of diffetent districts, and of different countries. And by 
both these operations, coined money increases, to an extent not easy to be 
calculated, the wealth of civilized communities.” (Torrens On the Pro- 
duction of Wealth, p. 305.) 

But, whatever may be the advantages attending the use of coined 
money, and they are great and obvious, it is necessary to observe, that 
its introduction does not affect the nature of exchanges. Equivalents are 
still given for equivalents. The exchange of a quarter of corn for an 
ounce of pure, unfashioned gold bullion, is undeniably as much a real 
barter, as if it had been exchanged for an ox, or a barrel of beer. But 
supposing the metal to have been formed into a coin, that is, marked with 
a stamp indicating its weight and fineness, it is plain that circumstance 
could have made no change in the terms of the barter. The coinage 
saves the trouble of weighing and assaying the bullion, but it does nothing 
more. A coin is merely a piece of metal of a known weight and fine- 
ness ; and the commodities exchanged for it are always held to be of 
equal value. And yet these obvious considerations have been very gen- 
erally overlooked. Coined money, instead of being viewed in the same 
light as other commodities, has been looked upon as something quite mys- 
terious. It was said to be both a sign and a measure of value. In truth, 
however, it is neither the one nor the other. A sovereign is not a sign, 
it is the thing signified. A promissory note, payable at some stated 
period, may not improperly be considered as the sign of the specie to be 
paid for it; but that specie is itself a commodity possessed of real ex- 
changeable worth. It is equally incorrect to call money a measure of 
value. Gold and silver do not measure the value of commodities, more 
than the latter measure the value of gold and silver. Every thing 
possessed of value may either measure, or be measured by, every thing 
else possessed of value. When one commodity is exchanged for another, 
each measures the value of the other. If the quartern-loaf were sold for 
a shilling, it would be quite as correct to say, that a quartern-loaf meas- 
ured the value of a shilling, as that a shilling measured the value of a 
quartern-loaf. 
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Use of Gold and Silver as a Standard for estimating the Relative Value of Com- 
modities. — Proof of the Non-existence of an Abstract or Ideal Standard. 


The quality of serving as a measure of value is, therefore, equally in- 
herent in every commodity. But the slow degrees by which the precious 
metals change their value, renders them peculiarly well fitted for forming 
a standard by which to compare the values of other and more variable 
commodities. To this standard reference is almost always made in esti- 
mating the value of the products of every civilized country. We do not 
say that one man is worth a thousand acres of land, and that another is 
worth a thousand sheep; but we ascertain for how much gold or silver 
the land and the sheep would exchange, and then say that their propri- 
etors are worth so much money. In this, however, there is certainly 
nothing mysterious. We merely compare the value of one commodity 
with the value of another; and as coin or money has been found to be 
the most convenient standard of comparison, the value of all other com- 
modities is usually estimated in it. 

It is obvious, from this statement, that the terms of the exchange of one 
commodity, or set of commodities, for another, may be adjusted, with 
reference to money, without any money being actually in the possession 
of either of the parties making the exchange. If a horse, for example, 
had commonly sold for ten pieces of silver, an ox for five pieces, and a 
sheep for one piece, it would mark their relative values to each other, and 
the animals might be exchanged on this footing without the intervention 
of money. The frequent recurrence of transactions of this kind seems to 
have given rise to the notion of an abstract or ideal standard of value. 
Thus, instead of saying that a horse is worth ten pieces of silver, an ox 
five pieces, and a sheep one piece, it has been contended that it might 
equally have been said that they were respectively worth ten points or 
units, five points or units, and one point or unit; and that, as the propor- 
tional values of commodities might be as clearly expressed in these ar- 
bitrary terms as in money, or any commodity possessed of real value, the 
use of the latter, as a standard, might be advantageously dispensed with, 
and a set of abstract terms adopted in its stead. This, however, is com- 
pletely mistaking the nature and object of a standard. A standard is not 
intended to mark the known relations between different commodities, but 
to enable us easily to discover those which are unknown. Now, although 
the series of arbitrary terms may serve extremely well for the first of 
these purposes, it is utterly impossible that they can ever serve for the 
second. This, however, is exclusively the object of a standard ; and it is 
quite plain that nothing can be used as such which is not possessed of the 
same properties as the things with which it is to be compared. 'To meas- 
ure length, a standard must have length; to measure value, it must have 
value. The value of commodities is ascertained by separately comparing 
their cost with the cost of money, and we express their relation to each 
other by simply stating the result of our inquiries ; that is, by mentioning 
the number of livres, of pounds, or of fractions of a pound, they are respec- 
tively worth. And, when any new commodity is offered for sale, or when 
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any change is made in the cost of an old one, we ascertain their relation 
to the rest, by merely comparing them with a livre or a pound. It is 
plainly impossible, however, that we could have done this, had the terms 
livre, or pound, been purely arbitrary, and referable to no really valuable 
article. We might as well try to estimate distances by an imaginary 
inch, or an imaginary foot, as to estimate prices or values by an imagin- 
ary shilling, or an imaginary sovereign. When we say that an ox is 
worth five pounds and a sheep only one, we really mean no more than 
that, when an ox and a sheep are compared together, that is, when the one 
serves as a standard by which to estimate the value of the other, one ox is 
found to be worth five sheep. But, suppose that we wish to ascertain 
what is the relative value of some other commodity ; of a pound of tea, 
for example ; to oxen or sheep, of what use would it be to be told that 
one ox was worth five sheep, or that, when the value of an ox was repre- 
sented by the imaginary term “ five pounds,” the value of a sheep was 
represented by the imaginary term “ one pound ?”’ It is not the relation 
between oxen and sheep, but the relation between these animals and tea, 
that we are desirous of learning. And, although this relation may be 
learned by comparing the cost of producing oxen and sheep with the cost 
of producing tea, or by ascertaining for how much of some other commod- 
ity an ox, a sheep, or a pound of tea will respectively exchange, it is obvi- 
ous it could never be learned by comparing them with a set of arbitrary 
terms or symbols! It would not, in truth, be more absurd to attempt to 
ascertain it by comparing them with the hieroglyphics on an Egyptian 
sarcophagus. Nothing that will not exchange for something else, can 
ever be a standard, or measure of value. Commodities are always com- 
pared with commodities, and not with abstract terms. Men go to market 
with real values, and not with the signs of values in their pockets. And 
it is to something possessed of real worth, to the gold contained in a sov- 
ereign and not in the word sovereign, that they always have referred, and 
must continue to refer, in estimating value. 

The following passage of Montesquieu has often been referred to in 
proof of the existence of an ideal standard: —‘“ Les noirs de la céte 
d’Afrique ont un signe des valeurs sans monnoie ; c’est un signe pure- 
ment idéal fondé sur le degré d’estime qu’ils mettent dans leur esprit a 
chaque marchandise, 4 proportion du besoin qu’ils en ont; une certaine 
denrée, ou marchandise, vaut trois macutes; une autre, six macutes ; une 
autre, dix macutes ; c’est comme s’ils disoient simplement trois, six, dix. 
Le prix se forme par la comparaison qu’ils font de toutes les marchandises 
entre elles : pour lors, il n’y a point de monnoie particuliére, mais chaque 
portion de marchandise est monnoie de autre.” (Esprit des Loix, livre 
xxii. cap. 8.) 

But, instead of giving any support to the notion of an abstract standard, 
this passage might be confidently referred to in proof of its non-exist- 
ence. Had Montesquieu said that the blacks determined the values, or 
prices, of commodities, by comparing them with the arbitrary term macute, 
the statement, though false, would have been at least in point. But he 
says no such thing. On the contrary, he states distinctly, that the relative 
values of commodities (marchandises) are ascertained by comparing them 
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with each other (entre elles), and that it is merely the result of the com- 
parison that is expressed in arbitrary terms. 

So much for the weight to be attached to this statement, supposing it to 
be well founded. The truth is, however, that the term macute is not 
really arbitrary, and employed only to mark an ascertained proportion, 
but that it has a reference to, and is, in fact, the name of an intrinsically 
valuable commodity. ‘On a bien dit,” says l’Abbé Morellet, “ que ce 
mot macute étoit une expression abstraite et générale de la valeur, et cela 
est vrai au sens ott nous |’expliquerons plus bas; mais on n’a pas re- 
marqué que cette abstraction a été consequente et posterieure a l’emploi 
du mot macute pour signifier une marchandise, une denrée réelle & laquelle 
on avoit longtems comparé toutes les autres. 

** Macute en plusieurs lieux de la céte d’Afrique, est encore le nom 
d’une certaine étoffe: * Chez les negres de la céte d’ Angola, dit le vo- 
yageur Angelo, ‘ les macutes sont des pieces de nattes d’une aune de long’; 
Jobson dit aussi que les macutes sont une espéce d’étoffe. 

“ Les étoffes ont toujours été l’objet d’un besoin tres-pressant chez des 
peuples aussi barbares, depourvus de toute espéce d’industrie. Les nattes 
en particulier leur sont de la plus grande nécessité. Elles sont divisées 
en morceaux peu considerables et d’une petite valeur; elles sont trés- 
uniformes dans leurs parties, et les premiéres qu’on a faites auront pu étre 
semblables les unes aux autres, et d’une bonté égale, sous la méme 
dénomination ; toutes ces qualités les ont rendu propres 4 devenir la mé- 
sure commune des valeurs.” — (Prospectus d’un Nouveau Dictionnaire 
de Commerce, p. 121.) 

The following extract from Park’s Travels gives an example of a simi- 
lar kind : —“ In the early intercourse of the Mandingoes with the Europe- 
ans, the article that attracted most notice was iron. Its utility in forming 
the instruments of war and husbandry made it preferable to all others ; 
and iron soon became the measure (standard) by which the value of all 
other commodities was ascertained. Thus a certain quantity of goods, of 
whatever denomination, appearing to be equal to a bar of iron, constituted, 
in the trader’s phraseology, a bar of that particular merchandise. ‘Twenty 
leaves of tobacco, for instance, were considered as a bar of tobacco; and 
a gallon of spirits (or rather half spirits and half water) as a bar of rum ; 
a bar of one commodity being reckoned equal in value to a bar of another 
commodity. As, however, it must unavoidably happen, that, according 
to the plenty or scarcity of goods at market, in proportion to the de- 
mand, the relative value would be subject to continual fluctuation, greater 
precision has been found necessary ; and, at this time, the current value 
of a single bar of any kind is fixed by the whites at two shillings sterling: 
Thus, a slave, whose price is £15, is said to be worth 150 bars.” ( Trav- 
els in the Interior of Africa, 8vo edit., vol. i. p. 39.) 

In common mercantile language, the giving of money for a commodity 
is termed buying, and the giving of a commodity for money, selling. 
Price, unless when the contrary is particularly mentioned, always means 
the value of a commodity rated in money. 

Having thus endeavoured to explain the circumstances which led to the 
introduction of money, and to show what it really is, and what it is not, 
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we shall now proceed to investigate the laws by which its value is regu- 
lated. It is chiefly from the prevalence of erroneous opinions on this sub- 
ject, that the theory of money has been so much misunderstood. 


CHAPTER I. 
CIRCUMSTANCES WHICH REGULATE THE EXCHANGEABLE VALUE OF MONEY. 


Tuts branch of our subject naturally divides itself into two parts : — Ist. 
An inquiry into the principles which regulate the exchangeable value of 
money when the power to supply is not monopolized ; and, 2d. An inquiry 
how far these principles are liable to be affected by the operation of 
monopoly. 


Cost of Production regulates the Value of Money, when the Power of Supply is not 


monopolized. 


I. There does not now seem to be much room for difference of opinion 
respecting the circumstances that regulate the value of the precious met- 
als, and their distribution throughout the various countries of the globe. 
Bullion is a commodity, on the production of which competition operates 
without restraint. It is not subjected to any species of monopoly, and its 
value in exchange must, therefore, be entirely regulated by the cost of its 
production, that is, by the quantity of labor required to bring a given 
quantity of it to market. 

If, in every stage of society, it required precisely the same quantity of 
labor to produce a given quantity of bullion, its value would be invariable ; 
and it would constitute a standard by which the variations in the exchange- 
able value of all other commodities could be correctly ascertained. But 
this is not the case either with bullion or any thing else. And its value 
fluctuates in the same way as that of other commodities, not only accord- 
ing to the greater or less productiveness of the mines from which it is 
extracted, but also according to the comparative skill of the miners, and 
the improvements of machinery. 

M. Say has, in his work on Political Economy, a chapter “ De la valeur 
que la qualité d’étre monnoie ajouté 4 une marchandise.” But a little 
reflection will convince us, that M. Say is mistaken, and that the circum- 
stance of the precious metals being used as money cannot affect their 
value. M. Say reasons on the common hypothesis, that an increase of 
demand is always productive of an increase of value, an assumption totally 
at variance with principle and fact. Value depends upon the cost of pro- 
duction ; and it is obvious that the cost of producing a commodity may be 
diminished, whilst the demand for it is increasing. This is so plain a 
proposition, as hardly to require to be substantiated by argument. . And a 
reference to the case of cotton goods, the price of which has, notwithstand- 
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ing the vast increase of demand, been constantly on the decline during 
the last half century, is enough to convince the most skeptical of the 
extreme erroneousness of M. Say’s conclusion. But, with regard to the 
particular case of the precious metals, it is clear the capital devoted to the 
production of gold and silver must yield the common and ordinary rate of 
profit; for, if it yielded more than that rate, there would be an influx of 
capital to the mining business ; and, if it yielded less, it would be with- 
drawn, and vested in some more lucrative employment. And hence, 
though the demand for gold and silver should, from the adoption of some 
other commodity as an instrument of exchange, gradually become less, 
the value of the precious metals would not, on that account, be reduced. 
A smaller supply would, indeed, be annually brought to market, and a 
portion of the capital formerly engaged in the mining, refining, and pre- 
paring of the metals, would be disengaged ; but as the whole stock thus 
employed yielded only the average rate of profit, the portion which is not 
withdrawn must continue to do so; or, which is the same thing, gold and 
silver must still continue to sell for the same price. It is no doubt true, 
that where mines are, as they almost always are, of different degrees of pro- 
ductiveness, any great falling otf in the demand for bullion might, by ren- 
dering it unnecessary to work the inferior mines, enable the proprietors of 
the richer mines to continue their work, and to obtain the ordinary rate of 
profit on their capitals, by selling bullion at a reduced price. In this case 
the value of bullion would be really diminished ; but it would be dimin- 
ished, not because there was a falling off in the demand, but because there 
was a greater facility of production. On the other hand, an increased 
demand for bullion, whether it arose from the general suppression of 
paper money, or from a greater consumption of gold and silver in the 
arts, or from any other cause, would not, unless it were necessary, in 
order to procure the increased supply, to have recourse to less produc- 
tive mines, be accompanied by any rise of price. If the mines from 
which the additional supplies were drawn were less productive than those 
already wrought, more labor would be necessary to procure the same 
quantity of bullion, and, of course, its price would rise. But, if no such 
increase of labor was required, its price would remain stationary, though 
a thousand times the quantity formerly required should be demanded. 

After gold and silver have been brought to market, their conversion 
into coin or manufactured articles, depends entirely on a comparison of 
the profits that may be derived from each operation. No bullion would 
be taken to the mint if it would yield a greater profit by sending it to a 
silversmith ; and no silversmith would work up bullion into plate, if he 
could turn it to greater account by converting it intocoin. The value of 
bullion and coin must, therefore, in countries where the expenses of coin- 
age are defrayed by the state, nearly correspond. When there is any 
unusual demand for bullion in the arts, coin is melted down ; and when, 
on the contrary, there is any unusual demand for coin, plate is sent to the 
mint, and the equilibrium of value maintained by its fusion. 

It appears, therefore, that whilst competition operates without restraint 
on the production of gold and silver, they are, like all other things, pro- 
duced under similar circumstances, valuable only in proportion to the 
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cost of their production; that is, in proportion to the quantity of labor 
necessarily expended in bringing them to market. And hence, while 
they constitute the currency of the commercial world, the price of com- 
modities, or their value compared with gold or silver, will vary, not only 
according to the variations in the exchangeable value of the commodities 
themselves, but also according fo the variations in the value of the gold or 
silver with which they are compared. 


The Proportion between the Supply and Demand regulates the Value of Money, 
when the Power of Supply is monopolized. 


II. But if competition were not allowed to operate on the production of 
the precious metals, if they could be monopolized and limited in their 
quantity, their exchangeable value would no longer be regulated by the 
same principles. If, after the limitation, they still continued to be used 
as money, and if, in consequence of the improvement of society, manu- 
factured commodities and valuable products should be very much multi- 
plied, the exchanges which this limited amount of money would have to 
perform would be proportionably increased ; and, of course, a proportion- 
ably smaller sum would be appropriated to each particular transaction ; 
or, which is the same thing, money prices would be diminished. When- 
ever the supply of money is fixed, the amount of it, given in exchange 
for commodities, must vary iuversely as the demand, and can be affected 
by nothing else. If double the usual supply of commodities be brought 
to market in a country with a limited currency, their money price will be 
reduced a half; and if only half the usual supply be brought to market, it 
will be doubled ; and this, whether the cost of their production be increased 
or diminished. Produce is not then exchanged for money, on the ground 
that it is a commodity capable of being advantageously used in the arts, 
or that an equal quantity of labor has been expended on its production ; 
but because it is the universal equivalent used by the society, and that, as 
such, it will be willingly received for the produce belonging to others. 
The remark of Anacharsis, the Scythian, that gold and silver coins seemed 
to be of no use but to assist in numeration and arithmetic (Hume’s Essay 
on Money), would, if confined to a strictly limited currency, be as just as 
it is ingenious. Sovereigns, livres, dollars, &c., would then really con- 
stitute mere tickets or counters, for computing the value of property, and 
transferring it from one individual to another. And as small tickets, or 
counters, would serve for this purpose quite as well as large ones, it is 
unquestionably true, that a debased currency may, by first reducing, and 
then limiting its quantity, be made to circulate at the value it would bare 
if the power to supply it were unrestricted, and if it were possessed of the 
legal weight and fineness; and, by still further limiting its quantity, it 
might be made to pass at any higher value. 

hus it appears, that whatever may be the material of the money of 
any country, whether it consist of gold, silver, copper, iron, leather, salt, 
cowries, or paper, and however destitute it may be of all intrinsic value, 
it is yet possible, by sufficiently limiting iis quantity, to raise its value in 
exchange to any conceivable extent. 
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Suppose the money of Great Britain consists of 50,000,000 or 60,000,000 
of one pound notes, and that we are prevented from increasing or dimin- 
ishing this sum, either by issuing additional notes or coins, or by with- 
drawing the notes already in circulation; it is obvious that the quantity of 
commodities for which such notes would exchange, would increase or 
diminish precisely according to the increase or diminution of the com- 
modities brought to market. If we suppose that ten times the amount 
of products that were offered for sale when the limitation of the cur- 
rency took place, are offered for sale ten or twenty years afterwards, 
and that the rapidity of circulation has continued the same, prices 
will have fallen to one-tenth of their former amount; or, which is the 
same thing, the exchangeable value of the paper money will have increased 
in a tenfold proportion ; and, on the other hand, if the products brought to 
market had diminished in the same proportion, the exchangeable value of 
the paper money will have been equally reduced. 

The principles we have now stated are of the utmost importance to a 
right understanding of the real nature of money. Previously to the publi- 
cation of Mr. Ricardo’s Principles of Political Economy, every writer of 
authority maintained, that the value of money depended entirely on the 
relation between its amount and the demand. But this is true only of a 
gold or silver currency when its quantity is limited, and of a currency 
formed of materials having little intrinsic worth, as paper, when its quan- 
tity is limited, and it is not made convertible, at the pleasure of the ‘holder, 
into some more valuable commodity, the production of which is under no 
restraint. It is obvious, indeed, without any reasoning on the subject, 
that the value of a currency that costs little or nothing, can only depend 
on the proportion which its amount bears to the commodities brought to 
market, or to the business it has to perform. And wherever a currency 
of this kind, or a limited gold currency, is in circulation, the common 
opinion, that the prices of commodities are regulated exclusively by 
the proportion between the quantity of them brought to market, and the 
supply of money, and that any considerable increase or diminution of 
either will proportionally affect prices, is quite correct. It is- altogether 
different, however, with a currency consisting of gold or silver, or of any 
other commodity possessed of considerable value, and the supply of which 
may be increased to an unlimited extent by the operation of unrestricted 
competition. 

The fluctuations in the supply of, and demand for, such money, have 
no permanent effect on its exchangeable value ; this depends exclusively 
on the comparative cost of its production. If a sovereign commonly ex- 
changes for a couple of bushels of wheat, or a hat, it is because the same 
labor is required for its production as for that of either of these commodi- 
ties; while, if with a limited and inconvertible paper money, they exchange 
for a one pound note, it would be because such was the proportion which, 
as a part of the mass of commodities offered for sale, they bore to the 
supply of paper or money in the market. This proportion would, it is evi- 
dent, be not only immediately, but permanently, affected by an increase 
or diminution either of paper or commodities. But the relation which 
commodities bear to a freely supplied metallic currency, could not be 
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permanently changed, except by a change in the cost of producing the 
commodities or the metals. 

Our readers must not conceive from what is now stated, that we mean 
to contend that the value of gold or silver is never affected by variations 
of supply and demand. Such an opinion would be altogether erroneous. 
At the same time it must be admitted, that their value is much less affect- 
ed by such variations, than that of almost any other commodity. Their 
great durability precludes the possibility of any sudden diminution of their 
quantity, while the immense surface over which they are spread, and the 
various purposes to which they are applied, prevent any unusual produc- 
tiveness of the mines from speedily lowering their value. An extraordi- 
nary event, such as the discovery of America, or the establishment of an 
intercourse between a country where bullion bore a high value, and one 
where its value, from the greater facility of its production, was compara- 
tively low, would, by causing a sudden exportation and importation, raise 
its value in the one country, and sink it in the other. But such events 
must necessarily be of very rare occurrence. And although the different 
productiveness of the mines, to which, in the progress of society, recourse 
must be had, and the successive improvements in the art of mining and 
working metals, must render the value of gold and silver very different at 
distant periods, it is abundantly uniform to secure us against all risk of 
sudden and injurious fluctuations. 

Such are the circumstances which regulate the value of money ; first, 
when the power to supply it is not subjected to any species of monopoly ; 3 and, 
second, when it is monopolized and limited. In the former case, its value 
depends, like that of all other commodities, on the cost of its production ; ; 
while, in the latter case, its value is totally unaffected by that circumstance, 
and depends entirely on the extent to which it has been issued, compared 
with the demand. 

The conclusions deducible from the fundamental principle we have 
thus endeavoured to establish, are of the utmost importance. A metallic 
currency, on the coinage of which a high seignorage or duty was charged, 
and a paper currency not convertible into the precious metals, were occa- 
sionally seen to circulate at the same value with a metallic currency of 
full weight, and which had been coined at the expense of the state. But 
no rational or consistent explanation of these apparently anomalous results 
could be given until the effects produced by limiting the supply of money 
had been accurately appreciated. Now, however, that this has been done, 
all these difficulties have disappeared. ‘The theory of money has been per- 
fected, and we are enabled to show what, under any given circumstances, 
would be the effect of imposing a seignorage, or of issuing an inconverti- 
ble paper currency. 

Seignorage, strictly speaking, means only the clear revenue derived by 
the state from the coinage ; but it is now commonly used to express every 
deduction made from the bullion brought to the mint to be coined, whether 
on account of duty to the state, or of the expense of coinage ( properly 
brassage). We always use the phrase in its more enlarged sense 
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A MODERATE SEIGNORAGE ON COINED MONEY SHOWN TO BE ADVANTAGEOUS. 
— PRINCIPLES WHICH SHOULD REGULATE ITS AMOUNT. 


Reasons why a Seignorage should be imposed on Coined Money. 


THE government of almost every country has retained the power of 
coining exclusively in its own hands. In antiquity this privilege was re- 
served merely to prevent the confusion that must attend the circulation of 
coins of different denominations, were individuals permitted to issue them 
at pleasure, and to give the public greater security, that the stamp should 
truly indicate the weight and fineness of the metal. (Le Blanc, Traité 
Historique des Monnoyes de France, p. 90, ed. Amst. 1692.) But in 
more modern times it has been used, not only as a means of affording a 
better guarantee to the public, but also of increasing the revenues of the 
state. As to the expediency of this, however, much difference of opinion 
has existed. It has been contended that the state ought in no circum- 
stances to charge any duty on coined money ; and that the expenses of 
the mint should always be defrayed by the public. In this opinion we 
cannot concur; and it appears to us that the reasoning of Dr. Smith, in 
favor of a moderate seignorage, is quite unanswerable. No good reason has 
yet been given why those who want coins should not have to pay the ex- 
penses of manufacturing them. Coinage, by saving the trouble and expense 
attending the weighing and assaying of bullion, indisputably adds to the 
value of the precious metals. It renders them fitter to perform the func- 
tions of a circulating medium. A sovereign is of greater value than a 
piece of pure unfashioned gold bullion of the same weight; and for this 
plain reason, that while it is equally well adapted with the bullion for be- 
ing used in the arts, it is better adapted for being ased as money, or in the 
exchange of commodities. Why, then, should government be prevented 
from charging a seignorage, or duty on coins, equal to the expenses of 
the coinage, or, which is the same thing, to the value which it adds to the 
bullion? Those who contend that the state ought to defray the expense 
of the coinage, might, with equal cogency of reasoning, contend that it 
ought to defray the expense of manufacturing gold and silver teapots, 
vases, &c. In both cases the value of the raw material, or bullion, is in- 
creased by the cost of workmanship. And it is only fair and reasonable, 
that those who carry bullion to the mints, as well as those who carry it to 
the jewellers, should have to pay the expenses necessarily attending its 
conversion into coin. 

But there are other reasons why a seignorage, to this extent at least, 
ought to be exacted. Wherever the expenses of coinage are defrayed by 
the state, an ounce of coined gold or silver, and an ounce of gold or silver 
bullion, must be very nearly of the same value. And, hence, whenever 
it becomes profitable to export the precious metals, coins, in the manufac- 
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ture of which a considerable expense has been incurred, are sent abroad 
indifferently with bullion. It has, indeed, been attempted, by prohibiting 
the exportation of coins, to prevent the loss that may thus be occasioned ; 
but these efforts have proved singularly ineffectual, and have, indeed, been 
abandoned in this and most other countries. Admitting, however, that it 
were possible, which most certainly it is not, to prevent, or at least, 
materially limit, the clandestine exportation of coins, it is conceded on all 
hands to be quite nugatory to attempt to prevent their conversion into 
bullion. In this there is almost no risk. And the security with which 
their fusion can be effected, and the trifling expenses attending it, will 
always enable them to be melted down and sent abroad whenever there is 
any unusual foreign demand for the precious metals. This exportation 
would, however, be either prevented or materially diminished by the 
imposition of a seignorage or duty, equal to the expense of the coinage. 
The coins being, by this means, rendered more valuable than bullion, 
would be kept at home in preference : and if, as Dr. Smith has observed, 
it became necessary on any emergency to export coins, they would, most 
likely, be reimported. Abroad, they would be only worth so much bull- 
ion, while at home they would be worth this much, and the expense of 
coinage besides. There would, therefore, be an obvious inducement to 
bring them back, and the supply of currency would be maintained at its 
proper level, without its being necessary for-the mint to issue fresh coins. 

Besides relieving the country from the useless expenses attending the 
coinage of the money exported to other countries as an article of com- 
merce, the imposition of a moderate seignorage would either totally pre- 
vent, or at least lessen, that fusion of the heavier coins, which always takes 
place whenever a currency becomes degraded or deficient in weight. 
Previously to the great recoinage in 1773, the quantity of bullion contained 
in the greater number of the gold coins in circulation was reduced nearly 
two per cent. below the mint standard ; and, of course, the price of gold 
bullion, estimated in this degraded currency, rose two per cent., or from 
£3 17s. and 10}d., its mint price, to £4. This, however, was too minute 
a difference to be taken into account in the ordinary business of buying 
and selling. And the possessors of coins fresh from the mint, or of full 
weight, not obtaining more produce in exchange for them than for the 
lighter coins, sent the former to the melting-pot, and then sold them as 
bullion. But it is easy to see that this fusion would have been effectually 
prevented had the coins been loaded with a seignorage of two per cent. 
The heavy coins could not then have been melted without losing the value 
given them by the seignorage ; and this being equal to the excess of the 
market price of bullion above the mint price, nothing would have been 
gained by the melters. Had the seignorage been less than the average 
degradation of the coin, or two per cent.; had it, for example, been only 
one per cent., all those coins whose value was not more than one per cent. 
degraded below their mint standard, might have been melted ; but if the 
seignorage had exceeded two per cent. no coins whatever could have 
been melted until the degradation had increased to the same or a greater 
extent. 

This reasoning proceeds throughout on the supposition that the coins on 
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which the seignorage is charged are not issued in excess. If they were, 
the above-mentioned consequences would not follow. Their too great 
multiplication might sink them even below their value as bullion, and oc- 
casion their immediate fusion or exportation. So long, however, as the 
state only coins the bullion brought to the mint by individuals, there is no 
risk of this happening. Noone, we may depend upon it, will ever carry 
bullion to that establishment, and pay the expenses of its coinage, unless 
the coins be thereby rendered so much more valuable than the unfashioned 
metal. 

Should the government choose to buy bullion, and coin money on its own 
account, it might, by a little attention, easily avoid all over-issue. Sup- 
pose the seignorage were two per cent., then any given weight of coins 
of the mint standard ought, provided the currency be not redundant, to 
purchase two per cent. more than the same weight of bullion. So long, 
therefore, as this proportion is preserved between coined money and bull- 
ion, it shows that the proper supply of currency has been issued. If the 
value of the coins decline below this limit, too many of them must have 
got into circulation ; and, if, on the contrary, their value increase, the sup- 
ply is too limited, and an additional quantity may be advantageously 
issued, 


If the Supply of Coins could be sufficiently limited, a high Seignorage might be 


exacted, 


It is easily seen, from the principles already established, that it is not 
necessary that the charge for seignorage should be limited to the mere ex- 
penses of coinage. It may, without injury to any individual, be carried 
considerably farther. Provided the amount of the coins on which a seign- 
orage is imposed, be limited to the amount that previously circulated in 
the country, its imposition, to whatever height it might be carried, would 
not effect their exchangeable value. The state having the exclusive priv- 
ilege of coining, no additional supply of money could be brought to 
market. And supposing the business of society to continue the same ; 
that is, supposing the same quantity of commodities are brought to market, 
and exchanged for the same amount of coins of the same denomination, 
it is clear prices could not be in any way affected. Invariability of value 
is the great desideratum in money ; and provided this be maintained, as it 
always may be, by properly limiting the quantity in circulation, it is of no 
consequence whether the weight of the coins be increased or diminished. 
A hat that had previously to the imposition of the seignorage sold for a 
sovereign would still fetch one. The sovereign, it is true, has been dimin- 
ished in size; but as its value is increased in proportion to this diminu- 
tion, and as small coins are equally well adapted to serve every purpose 
of a circulating medium as those that are larger, society would not 
suffer any inconvenience from that circumstance. It is certain, indeed, 
that if the monopoly were not rigorously enforced, or if individuals were 
permitted to issue supplies of money from private mints, free from the 
charge of seignorage, the increase of quantity would speedily sink the 
value of the whole coins in circulation to a level with the cost of those 
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produced on the lowest terms; so that the coins on which a high seignor- 
age had been charged would not be more valuable than those exempted 
from that charge. But, wherever the supply of money is limited, and 
competition excluded, this principle ceases to operate, and its value is then 
dependent upon the proportion which the total quantity in circulation 
bears to the total demand. This principle is further elucidated in a very 
able article on seignorage, by Mr. Tooke, printed in the Appendiz (p. 
180) to the Lords’ Report of 1819. 


Difficulty of limiting sufficiently the Supply of Coins, and Necessity of imposing 
only a moderate Seignorage. 


Tt must not, however, be concealed, that if it were attempted to charge 
a very high seignorage, it would be extremely difficult to limit the supply 
of coins. The inducement to counterfeit money would, under such cir- 
cumstances, be very greatly increased, while the chances of detection 
would be very much diminished. It would not then be necessary, in order 
to derive a profit from counterfeit coins, that they should be manufactured 
of a baser metal. The saving ofa heavy charge on account of seignorage 
might of itself afford a sufficient profit; and this could be derived, though 
the metal contained in the forged coins were of the standard purity. But, 
though it might, for this reason, and most probably would, be quite impos- 
sible to limit the supply of currency, and consequently to sustain its value, 
were an exorbitant seignorage charged, the same difficulty would not 
stand in the way of a moderate one. The nefarious business of counter- 
feiting could not be carried on, did it not yield a sufficient premium to the 
forgers to indemnify them for the risks and odium to which they are ex- 
posed. A seignorage less than this would be no encouragement to the 
issue of counterfeit coins. And though it might be difficult to form any 
very precise estimate of what this premium might be, it is pretty certain 
it would not be under from four to five per cent. 


Amount of the Gold Coinage since the Accession of James II. 


It appears from an account inserted in the Appendix to the Report drawn 
up by the Lords in 1819, that new gold coins, of the value of £'74,501,586 
had been issued by the mint between the Ist January, 1760, and the 13th 
April, 1819. To this sum we have to add nearly fifty millions since issued, 
making in all an issue of about one hundred and twenty-four, or one hundred 
and twenty-five millions of gold coins since the accession of George III. But 
the seignorage was remitted in the reign of Charles II. ; and it appears from 
theaccounts published by Mr. Ruding and others, that £ 28,172,149 of new 
gold coins were issued in the period between the accession of James II.( 1685) 
and the demise of George II. ; so that, in all, upwards of one hundred and 
fifty-two millions of gold coins have been forse | at the expense of the state, 
and issued since the remission of the seignorage. We shall be considera- 
bly within the mark, if we estimate the average annual expense attending 
this coinage at £ 12,000. Lord Liverpool states, that the entire expense of 
the mint, from 1777 to 1803, amounted to £ 488,441, which gives an av- 
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' erage expenditure of £18,786 a year. (Liverpool On Coins, p. 156.) And, 
on this supposition, it will be found that the expense of the coinage of 
gold only has amounted, during the one hundred and fifty-two years which 
have elapsed since the accession of James II., to £1,824,000. But, if a 
low seignorage of no more than three or four per cent. had been charged 
on the gold coins, it would have produced four and a half or six millions ; 
a sum which might have been collected without injury to any individual, 
and which, besides defraying the entire expenses of the coinage, would 
have left a considerable surplus revenue. 


Expense of the Coinage of Gold and Silver. — History of Seignorage in England. 


In his evidence before the Lords’ Committee in 1819, Mr. Mushet stated, 
that, with the improved machinery now in use in the mint, gold coin could 
be manufactured for about 10s. percent. (Minutes of Evidence, p. 207.) 
And the expense of the manufacture of the silver coin may, we believe, 
be taken at about three times as much, or one and a half percent. In 
France the coinage of gold costs 0-29 per cent., and silver 1°50 per cent.; 
in Russia the gold costs 0°85, and the silver 2°95 per cent. (Storch, tom. 
vi., p. 74. 

The bt period when a seignorage began to be charged upon Eng- 
lish silver coins has not been ascertained. It must, however, have been 
very early. Mr. Ruding mentions, that in a mint account of the 6th 
Henry IIL, one of the earliest he had met with, the profit on £ 3,898 Os. 
4d. of silver coined at Canterbury, is stated to be £ 97 9s., being exactly 
6d. a pound, of which the king had £ 60 18s. 34d., and the bishop the 
residue. (Annals of the British Coinage, vol. i., p. 179, 4to. ed.) In 
the 28th Edward I. the seignorage amounted to 1s. 24d. per pound : 54d. 
being allowed to the master of the mint, to indemnify him for the expenses 
of coinage, and 9d. to the crown as its profit. Henry VI. increased the 
master’s allowance to 10d. and 1s. 2d., and the king’s to 1s. and 2s. In 
the reign of Edward IV. the seignorage varied from 4s. 6d. to 1s. 6d. It 
was reduced to 1s. in the reign of Henry VIL. ; but was prodigiously aug- 
mented in the reigns of his successors, Henry VIII. and Edward VL., 
whose wild and arbitrary measures produced, as will be afterwards shown, 
the greatest derangement of the currency. During the lengthened reign 
of Elizabeth, the seignorage varied from 1s. 6d. to 2s. per pound; at 
which sum it continued, with very little variation, until the 18th of Charles 
II. (1666), when it was totally remitted. 

From this period down to 1817 no seignorage was charged on the sil- 
ver coin ; but a new system was then adopted. Silver having been un- 
derrated in relation to gold in the mint proportion of the two metals fixed 
in 1718, heavy silver coins were withdrawn from circulation, and gold only 
being used in all-the larger payments, it became, in effect, what silver had 
formerly been, the standard of the currency. The act of 56th George IIL., 
regulating the present silver coinage, was framed, not to interfere with 
this arrangement, but so as to render silver entirely subsidiary to gold. 
For this purpose it is made legal tender only to the extent of 40s. ; and 
66s. instead of 62s. are coined out of a pound of troy, the 4s. being 
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retained as a seignorage, which, therefore, amounts to 634 per cent. The 
power to issue silver is vested exclusively in the hands of government ; 
who have it, therefore, in their power to avoid throwing too much of it into 
circulation, and, consequently, to prevent its fusion, until the market price 
of silver shall have risen to above 5s. 6d. an ounce. 

This arrangement was censured in the debates on the question of re- 
turning to cash payments in 1819. It was contended, that the overvalua- 
tion of silver with respect to gold would render it the interest of every 
debtor to discharge his debts with silver, and that the gold coins would in 
consequence be driven from circulation, and exported to other countries. 
The result has shown that this opinion was altogether erroneous. Debt- 
ors cannot discharge their debts by silver payments, for it is only legal 
tender to the extent of 40s. ; and no creditor can be compelled, or would 
be disposed to take it in payment of a larger debt, except at its real value. 
Those who wish for a further elucidation of this subject, may refer to 
Mr. Mushet’s evidence in the Appendix to the Lords’ Report “ On the Ex- 
pediency of the Bank’s resuming Cash Payments,” where it is discussed at 

at length, and in the most able manner. 

In the 18th of Edward III., the period when we begin to have authenti¢ 
accounts of the gold coinage, a pound troy of gold bullion was coined into 
florins, of the value of £15. Of this sum only £13 16s. 6d. were given 
to the person who brought the bullion to be coined : £1 3s. 6d. being re- 
tained as seignorage, of which 3s. 6d. went to the master, and £1 to the 
king. But it appears, from the mint indentures, that the seignorage on the 
coinage of nobles for the same year amounted to only 8s. 4d. And, from 
this remote period to the accession of the Stuarts, with the exception of 
the coins issued in the 4th and 5th Edward IV. and the 34th, 36th, and 
37th Henry VIIL, the total charge of coining a pound weight of gold bull- 
ion seldom exceeded 7s. or 8s. money of the time. In the 2d James I., a 
pound weight of gold bullion was coined into £40 10s. ; a seignorage of 
£1 10s. being deducted, 6s. 5d. of which went to the master, and £1 3s. 
7d. to the crown. The seignorage on gold was remitted at the same time 
(18th Charles II.) with the seignorage on silver, and has not since been 
revived. In the tables annexed to this article, the reader will find a de- 
tailed account of the amount of the seignorage and its fluctuations in dif- 
ferent periods. 

As the regulation of the seignorage then depended entirely on the 
will of the sovereigns, we need not be surprised at the variations in its 
amount at different periods, or that it should have fluctuated according to 
their necessities and caprices. It was, indeed, hardly possible that it should 
have been otherwise. Our ancestors were totally ignorant of the principle, 
by a strict adherence to which the imposition ofa seignorage can alone be 
rendered advantageous. They corisidered it as a tax which might be in- 
creased and diminished at pleasure. And, far from taking any steps to limit 
the quantity of coin in circulation, so as to maintain its value, they frequently 
granted to corporate bodies, and even to individuals, the privilege of issu- 
ing coins, not subjected to a seignorage. (Ruding’s Annals of the Coin- 
age, vol. i., p. 185. When the right of seignorage was abolished, there was 
a pension, payable out of the profits derived from it,‘granted under the 
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great seal, for twenty-one years, to Dame Barbara Villiers, which the 
legislature ordered to be made good out of the coinage duties imposed by 
that act. See Ruding, in loco citato,and Leake’s Historical Account of 
English Money, 2d ed., p. 356.) No wonder, therefore, that it should have 
been considered as a most unjust and oppressive tax, and that its abolition 
should have been regarded as a very advantageous measure. 


Remedy or Shere. 


Besides the revenue arising from the seignorage, our kings formerly de- 
rived a small revenue from the remedy or shere. It having been found 
impossible to coin money corresponding in every particular of weight and 
purity, with a given standard, a small allowance is always made to the 
master of the mint, whose coinsare held to be properly executed, provided 
their imperfections, whether on the one side or the other, do not exceed this 
allowance, or remedy. Its amount has varied very little since the riegn 
of Edward IlI.; having, during this long period, generally been one- 
eighth part of a carat, or 30 grains of pure gold per pound of gold bull- 
ion, and two pennyweights of pure silver per pound of standard silver 
bullion. By the law of 1816, the remedy for gold coins is fixed at 12 
grains per lb. in the weight, and one sixteenth part of a carat in the fine- 
ness. The remedy for silver is the same as before. 

It does not appear that our princes derived any considerable advantage 
from the remedy previously to the reign of Elizabeth. But she, by reduc- 
ing the master’s allowance for the expense of coinage from 1s. 2d. to 8d. 
obliged him to come as near as possible to the lowest limit allowed by the 
remedy. Had the coins been delivered to those who brought bullion to 
the mint by weight, the queen, it is plain, would have gained nothing by 
this device ; but, in the latter part of her reign, and the first seventeen years 
of that of her successor, James I., they were delivered by tale, so that the 
crown saved, in this way, whatever additional sum it might otherwise have 
been necessary to pay the master for the expenses of coinage. In the 
great recoinage in the reign of William III, the profit arising from the 
remedy amounted to only 8s. on every hundred pounds weight of bullion ; 
and the coinage is now conducted with so much precision, and the coins 
issued so near to their just weight, that no revenue is derived from this 
source. 


Seignorage in France. 


The continental princes have, we believe, without any exception, 
charged a seignorage on the coinage of money. In France this duty was 
levied at a very early period. By an ordinance of Pepin, dated in 1755, 
a pound of silver bullion is ordered to be coined into twenty-two pieces, 
of which the master of the mint was to retain one, and the remaining 
twenty-one were to be delivered to the merchant bringing the bullion to 
the mint. (Le Blanc, p. 87.) There are no means of ascertaining the 
amount of the seignorage taken by the successors of Pepin, until the reign 
of Saint Louis (1226-1270), who coined the marc of silver into 58 sols, 
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while he only delivered 54 sols, 7 deniers, to the merchant ; at this period, 
therefore, the seignorage amounted to a sixteenth part of the marc, or to 
6;; percent. It was subsequently increased or diminished without re- 
gard to any fixed principle. In the great recoinage in 1726, it amounted, 
on the gold coin, to 735, per cent., and to 5$ per cent. on silver. In 1729, 
the mint price, both of gold and silver, were augmented, and the seignor- 
age on the former reduced to 534 per cent., and on the latter to 44 per 
cent. A further reduction took place in 1755 and 1771, when the seign- 
orage on gold was fixed at 1,4 per cent., and on silver at 154 per cent. 
At this moment the seignorage in France hardly covers the expense of 
coinage, being only about 4 per cent. on gold, and 14 per cent. on silver. 
(Necker, Administration des Finances, tom. iii., p. 8.— Dr. Smith has 
stated, vol. ii., p. 438, on the authority of the “* Dictionnaire des Monnoies, 
par Abot de Bazinghen,” that the seignorage on French silver coins, in 
1775, amounted to about eight per cent. The error of Bazinghen has 
been pointed out by Garnier, in his translation of the Wealth of Nations.) 


CHAPTER IV. 
EXPENSE OF A CURRENCY CONSISTING OF THE PRECIOUS METALS. 
Estimate of the Expense of a Metallic Currency. 


Tue imposition of a moderate seignorage has, however, but a very in- 
considerable effect in reducing the expense of a metallic currency. This, 
which is much greater than is generally imagined, does not consist in the 
coinage, which is comparatively trifling, but in the great amount of gold 
and silver required for the purpose. If, for example, the currency of 
Great Britain consisted wholly of gold, it would amount to at least fifty 
millions of sovereigns ; and if the customary rate of profit were six per 
cent., it would cost three millions a year. For had these fifty millions not 
been employed as money, it would have been vested in branches of indus- 
try, in which, besides affording employment to thousands of individuals, it 
would have yielded six per cent., or three millions a year, of net profit to 
its possessors. But this is not the only loss. The fifty millions would not 
merely be withheld from the great work of production, and the country 
deprived of the revenue derived from its employment, but it would be per- 
petually diminished. The wear and tear of the coins is by no means in- 
considerable ; and supposing the expenses of the coinage were defrayed 
by a moderate seignorage, the deficiency in the weight of the old worn 
coins must, on their being called in to be recoined, be made up by the 
public. There is, besides, a constant loss from shipwrecks, fire, and 
other accidents. When due allowance is made for these causes of waste, 
it would not, perhaps, be too much to suppose, that a country, which had 
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fifty millions of gold coins in circulation, would have annually to import 
the hundredth part of this sum, or half a million of coins to maintain its 
currency at its proper level. 

Thus it appears, that, were the customary rate of profit in Great Britain 
six per cent., it would cost 3} millions a year to maintain fifty millions of 
gold coins in circulation. It is indeed true, that a reduction of the rate 
of profit would proportionally reduce the amount of this expense, though 
as the reduced expense would still bear the same proportion to the total 
income of the country that the higher expense did, the real cost of the 
currency would not be at all diminished. The case of France furnishes 
a still more striking example of the heavy charges attending the general 
use of a metallic currency. The amount of the gold and silver currency 
of that kingdom has been estimated by Necker at 2,200 millions of francs, 
and by Peuchet at 1,850 millions. (Statistique Elémentaire de la France, 
p- 473.) Now, supposing the lowest estimate to be the most correct, and 
taking the rate of profit at six per cent., this currency must cost France one 
hundred and eleven millions of francs a year, exclusive of the wear and 
tear and loss of the coins, which, being taken, as before, at the hundredth 
part of the entire mass, will make the whole annual expense amount to the 
sum of a hundred and twenty-two millions of francs, or to nearly five 
millions sterling. This heavy expense certainly forms a very material 
deduction from the advantages resulting from the use of a currency con- 
sisting entirely of the precious metals, and has doubtless been the chief 
cause why all civilized and highly commercial countries have endeavoured 
to fabricate a portion of their money of less valuable materials. It has 
not, however, been the only cause. It is obvious that were there nothing 
but coins in circulation, the conveyance of large sums from place to place 
to discharge accounts, would be a very laborious process ; and that even 
small sums could not be conveyed without considerable difficulty. Of the 
substitutes, calculated alike to save expense and to lessen the cost of car- 
riage, paper is in every respect the most eligible, and has been by far the 
most generally adopted. By using it instead of gold, we substitute the 
cheapest in the place of the most expensive currency ; and enable socie- 
ty to exchange all the coins which the use of paper renders superflu- 
ous, for raw materials, or manufactured goods, by the use of which both 
its wealth and enjoyments are increased. It is also transferred with the 
utmost facility. Hence, since the introduction of bills of exchange, most 
great commercial transactions have been adjusted by means of paper only ; 
and it has also been used to a very great extent in carrying on the ordi- 
nary business of society. 





CHAPTER V. 
PAPER MONEY. — PRINCIPLE ON WHICH ITS VALUE IS MAINTAINED. 
Origin of Paper Money, and Principle on which Banking is carried on. 


In the earliest periods, subsequent to the invention of writing and paper, 
the pecuniary engagements of individuals would be committed to the lat- 
ter. This gives security to the creditor, that he shall be able to claim the 
full amount of his debts, and to the debtor, that he shall not be liable to 
any overcharge ; and avoids the differences which are sure to arise where 
the terms of contracts are not distinctly specified. But a very short time 
only would elapse before individuals, having written obligations from oth- 
ers, would begin to transfer them to their debtors ; and after the advantages 
derivable from employing them in this way had been ascertained, it was 
an obvious source of emolument for persons in whose wealth and discretion 
the public had confidence to issue their obligations to pay certain sums, 
in such a form as might fit them for performing the functions of a circu- 
lating medium in the ordinary transactions of life. No one would refuse 
to accept, as money, the promissory note or obligation of an individual of 
large fortune, and of whose solvency no doubt could be entertained. But 
as full value must have been originally given for the promissory note, it is 
clear that whilst its continuance in circulation could be no loss to the pub- 
lic, it would be a very great source of profit to the issuer. 

Suppose, for example, that a merchant issues a promissory note for 
£10,900, he must, previously to putting it in circulation, either have re- 
ceived an equivaleyt sum of money, or of some sort of produce possessed 
of real value, or, which is by far the most common case, he must have 
advanced it to an individual who has given him security for its repayment 
with interest. In point of fact, therefore, the issuer has exchanged his 
promise to pay £10,000 for the profits to be derived from the employment 
of a real capital of that amount; and as long as the promissory note, the 
intrinsic worth of which cannot well exceed a sixpence, remains in circu- 
lation, he will, supposing profits to be five per cent., receive from it a rev- 
enue of £500 a year. It is on this principle that the business of banking 
is conducted. A banker could make no profit were he obliged to keep 
dead stock or bullion in his coffers, equal to the amount of his notes in 
circulation. But if he be in good credit, a fourth or fifth part of this sum 
will perhaps be sufficient ; and his profits, after the expenses of the estab- 
lishment, and of the manufacture of his notes, are deducted, will be meas- 
ured by the excess of the profit derived from his notes in circulalion, over 
that which he might have realized by employing the stock kept in his cof- 
fers to meet the demands of the public. ‘ A bank would never be estab- 
lished, if it obtained no other profits but those derived from the employ- 
ment of its own capital: its real advantage commences only when it em- 
ploys the capital of others.” (Proposals for an Economical and Secure 
Currency, p. 87.) 
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Limitation of Supply sufficient to sustain the Value of Bank Paper. 


As no means have been devised to limit the supply of the promissory 
notes issued by private individuals, their value, it is plain, could not be 
maintained were the issuers to fall into discredit, or relieved from their 
promise to pay them. But it is otherwise with the promissory notes issued 
by the state, or by a company acting under its control. The quantity of 
such notes may be effectually limited ; and we have seen that, when this 
is the case, intrinsic worth is not necessary to a currency, and that, by 
properly regulating the supply of paper declared to be legal tender, its 
value may be sustained on a par with gold, or any other commodity. It 
was by acting on this principle of limitation, that the value of the paper of 
the Bank of England was maintained in the interval between the passing 
of the restriction act in 1797, and the commencement of bullion payments 
in 1820. No rational explanation of this circumstance, so much at vari- 
ance with all the old theories of paper money, can be deduced from any 
other principle. The fact of their being depreciated never creates any 
indisposition on the part of the public to apply for accommodation toa 
bank whose notes are legal tender. The presenter of a bill for discount 
is indifferent whether the notes given in exchange for it are payable in 
specie or not. His object, in resorting to the bank, is to exchange his 
promissory note for money ; that is, for paper that will be received in pay- 
ment of his debts, or of whatever he may wish to purchase. It is, there- 
fore, of no consequence to him, whether the issuers of paper have, by 
issuing an excess, depressed its value relatively to gold, or whether they 
have so restricted their issues as to sustain its value on a level with the 
value of that metal. These circumstances, it is true, affect the interests 
of all those classes whose incomes do not vary with the variations in the 
value of money ; but, inasmuch as the prices of goods rise and fall with 
the increase or diminution of paper, merchants, who are the principal de- 
manders of discounts, are comparatively but little affected by its fluctua- 
tions. The presenter of a bill for £ 500 or £ 1,000 to a bank, has received 
it, if it have arisen out of a real commercial transaction, in lieu of a cer- 
tain quantity of goods, which, at the then value of money, were worth 
£ 500 or £ 1,000; and it is this sum which, by presenting the bill to the 
bank, he wishes to obtain. If the value of money had been different, the 
price of the goods, and consequently the sum for which the bill was drawn, 
would also have been different. It is to this market value of money at the 
time that attention is exclusively paid in commercial transactions. When, 
in 1809, 1810, 1811, 1812, 1813, and 1814, Bank of England paper was 
depressed from excess, from ten to twenty-five per cent. below the value 
of bullion, the circumstance of an act of Parliament having declared, that 
it should be paid in cash at the restoration of peace, had as little effect in 
raising its value, as its depreciation had in diminishing the applicants for 
discounts. ‘The truth is, that individuals never resort to a bank for paper 
money, unless they have immediate occasion for it. As soon as it has 
been obtained, they throw it upon the market, for whatever it will bring ; 
and as they purchased it on the same terms (for it is seldom that the val- 
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ue of money is materially affected in the short interval between the time 
when a bill is discounted and becomes due), they generally get as much 
for it, and perhaps more, than it cost. We shall immediately explain 
what constitutes the natural limit to the applications for discounts ; but we 
have said enough to show that it has nothing to do with the convertibility 
of notes into cash. 

Those who have recourse to a bank to obtain discounts of accommoda.- 
tion bills, consider, like the presenters of real bills, only the present 
value of money. Accommodation bills are never discounted, excepting 
in the view of immediately employing the money, either in the purchase 
of commodities, or of labor, or in the payment of debts; and, whether 
one pound notes be of the value of 10s. or 20s. is obviously of no conse- 
quence ; inasmuch as the amount of the bill presented for discount is reg- 
ulated accordingly. 

The circumstance that country bank notes cease to circulate as soon as 
any suspicion is entertained of the solvency of their issuers, is nowise in- 
consistent with this principle. Country bank notes are exchangeable, at 
the pleasure of the holder, for Bank of England notes ; but from the re- 
striction in 1797 down to 1820, the latter not being exchangeable for any 
thing else, constituted the real standard of value. Hence, when a coun- 
try bank lost credit, the circulation of its notes was stopped, from its being 
believed that it would be impossible to obtain Bank of England paper in 
their stead ; or, in other words, that they would not exchange for that 
description of paper which constituted the real medium of exchange. But 
it is impossible to imagine, that this paper should itself be affected by a 
want of credit. Every one knew that it had no intrinsic worth ; and as 
already shown, its value was regulated (and must, whenever it is not ren- 
dered exchangeable for a given quantity of some other commodity, con- 
tinue to be exclusively regulated) by the amount in circulation compared 
with the demand. 

It appears, therefore, that if there were perfect security that the power 
of issuing paper money would not be abused ; that is, if there were per- 
fect security for its being issued in such quantities, as to preserve its value 
relatively to the mass of circulating commodities nearly equal, the precious 
metals might be entirely dispensed with, not only as a circulating medium, 
but also as a standard to which to refer the value of paper. 


Difficulty of limiting the Supply of Bank Paper, otherwise than by rendering it 
eachangeable for Gold or Silver. 


Unfortunately, however, no such security can be given. This is a point, 
respecting which there can be no difference of opinion. We have it in 
our power to appeal to a widely extended and uniform course of experi- 
ence ; tothe history of Great Britain, and of every other country in Eu- 
rope, and to that of the United States; to show that no man, or set of 
men, have ever been invested with the power of making unrestricted issues 
of paper money without abusing it; or, which is the same thing, without 
issuing it in inordinate quantities. If the power to supply the state with 
paper money be vested in a private banking company, then to suppose 
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that they should, by limiting their issues, endeavour constantly to sustain 
the value of paper, would be to suppose that they should be attentive only 
to the public interest, and neglect their own private interest. The re- 
enactment of the restriction act, would not have the least effect on the val- 
ue of paper, provided its quantity were not at the same time increased. 
But who can doubt that, in such circumstances, it would be increased ? 
Such a message would enable the Bank of England to exchange bits of 
engraved paper, not worth, perhaps, five shillings a quire, for as many, 
or the value of as many hundreds of thousands of pounds. And is it to 
be supposed, that the directors and proprietors of the Bank should not avail 
themselves of such an opportunity to amass wealth and riches? If gov- 
ernment enable a private gentleman to exchange a bit of paper for an es- 
tate, will he be deterred from doing so by any considerations about its 
effect in sinking the value of the currency ? In Loo Choo we might per- 
haps meet with such an individual, but if we expect to find him in Europe, 
we shall most likely be disappointed. Here we are much too eager in the 
pursuit of fortune to be at all influenced by such scruples. It is essential, 
therefore, that the issuers of paper money should be placed under some 
check or control ; and the comparatively steady value of the precious met- 
als, at once suggests that none can be so effectual as to lay them under 
the obligation of exchanging their notes, at the pleasure of the holder, for 
a given and unvarying quantity of gold or silver. 


Proposition maintained by those who deny that Bank Paper can be depreciated. — 
emand for Discounts depends on a Comparison between the Rate of Interest and 
the Rate of Profit. 


It has, however, been contended, that there is a material difference be- 
tween paper issued by government in payment of its debts, and that issued 
by a private banking company in discount of good bills. In regard to the 
former, it is admitted on all hands that it may be issued in excess; but in 
regard to the latter, it has been strenuously urged, that “ notes issued only 
in proportion to the demand, in exchange for good and convertible securi- 
ties, payable at specific periods, cannot occasion any excess in the circu- 
lation, or any depreciation.” As all the arguments advanced by those 
who contended that the paper of Great Britain was not depreciated be- 
tween 1797 and 1819, involve this principle, it may be worth while to ex- 
amine it a little minutely. 

In the first place, it may be observed, that the demand for discounts 
does not depend on the nature of the security required for their repayment, 
but on the rate of interest for which they may be obtained, compared with 
the ordinary rate of profit made by their employment. If an individual 
can borrow £ 10,000, £ 100,000, or any greater sum, at 4, 5, or 6 per 
cent., and if he can realize 7, 8, or 10 per cent. by its employment, it is 
evidently for his interest, and it would be for the interest of every 
other person similarly situated, to borrow to an unlimited extent. But a 
banking company, relieved of all obligation to pay its notes in cash, and 
not, of course, obliged to keep any unproductive stock or bullion in its 
coffers, would be able to issue its notes at the lowest possible rate of inter- 
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est; and the demand for its paper would therefore be proportionally 
t. 

“ The interest of money,” says Mr. Ricardo, “ is not regulated by the 
rate at which the bank will lend, whether it be 5, 4, or 3 per cent., but by 
the rate of profit which can be made by the employment of capital, and 
which is totally independent of the quantity or of the value of money. 
Whether the bank lent one million, ten millions, or a hundred millions, 
they would not permanently alter the market rate of interest ; they would 
alter only the value of the money which they thus issued. In one case, 
ten or twenty times more money might be required to carry on the same 
business than what might be required in the other. The applications to 
the bank for money, then, depend on the comparison between the rate of 
profit that may be made by the employment of it, and the rate at which 
they are willing to lend it. If they charge less than the market rate of 
interest, there is no amount of money which they might not lend ; if they 
charge more than that rate, none but prodigals and spendthrifts would be 
found to borrow of them. We accordingly find that when the market rate 
of interest exceeds the rate of five per cent., at which the bank uniformly 
lends, the discount office is besieged with applicants for money ; and, on 
the contrary, when the market rate is even temporarily under five per 
cent., the clerks of that office have no employment.” (Principles of Po- 
litical Economy, p. 511.) 

From 1809 to 1815 inclusive, the period in which the value of our pa- 
per currency relatively to gold was lowest, the market rate of interest con- 
siderably exceeded the rate (five per cent.) at which the Bank of England 
and most of the country banks invariably lent. Although, therefore, the 
amount of paper currency had, in that interval, been very much increased, 
the applicants for fresh discounts continued as numerous as ever. And 
there seems no reason to doubt, had the directors not been apprehensive 
that, ultimately, they might have to pay their notes in specie, that the 
amount in circulation would have been very much increased ; at least, 
such would certainly have been the case, had they acted to the full extent 
of their avowed opinion, that it was impossible to issue too much paper, or 
to reduce its value, by engrossing into the circulation such quantities as 
were issued in discount of good bills. The wants of commerce are alto- 
gether insatiable. Inconvertible paper money, provided the rate of inter- 
est at which bills are discounted be less than the market rate, can never 
be too abundant. As long as this is the case, million after million may be 
thrown upon the market, The value of the currency may be so reduced 
as to require a one pound note to purchase a quartern loaf; but the cir- 
cumstance of its value being diminished in proportion to the increase of 
its quantity, would render the demand for additional supplies as great as 
ever. 

Were the Bank of England to discover a process whereby sovereigns 
could be manufactured with the same facility as notes, it could not be dis- 
puted that it would be in her power to depreciate the value of gold, by 
making large issues of what had been produced at so very little cost. Now, 
in what respect would this fictitious case differ from the actual situation of 
the Bank, were the restriction act renewed and made perpetual? The 
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Bank would then be able, without check or control, to exchange her paper 
for landed property, manufactured goods, government securities, &c. But 
we have seen, that the value of this paper, like the value of gold, in the 
hypothetical case, depends entirely on the proportion which the supply 
bears to the demand; and, as the demand is not affected by an increase of 
quantity, for that increase, by diminishing its value, renders the larger 
quantity of as little efficacy as the smaller quantity, it is abundantly clear, 
that if the Bank lent at a sufficiently low rate of interest, there could be no 
limit to their issues. 


Necessity of making Bank Notes payable in Gold or Silver. 


On the whole, therefore, it is plain, whether the power of issuing paper 
be vested in the hands of a private banking company, or of govern- 
ment, that it must be placed under some efficient control, such as the obli- 
gation to pay in gold orsilver. It is easy to discover the manner in which 
a check of this kind limits the issue of paper, and sustains its value. 
Whenever the Bank has issued so much paper as to sink its value rela- 
tively to bullion, its notes begin to return upon it, to have them exchanged 
for a higher value ; and the Bank is, in consequence, obliged, to prevent 
the exhaustion of its coffers, to contract its issues, and raise its paper to a 
level with gold. An extremely small profit, or an extremely smill depre- 
ciation of paper, as compared with gold or silver, is sufficient to make the 
holders of bank paper send it to be exchanged for those metals ; and hence 
the value of bank notes convertible at pleasure into a given and unvarying 
quantity of gold or silver can never differ considerably from its value. 
The issues of the Bank of England were, for more than a century previ- 
ously to 1797, limited in the manner now explained, and during that whole 
period they were hardly ever depreciated } per cent., and never more than 
two per cent., and that but for a few days only. 


Scheme for paying Notes in Gold Bars. 


But though it be thus necessary, in order to avoid all sudden and inju- 
rious fluctuations in the value of paper, that it should be made exchangea- 
ble at the pleasure of the holder for gold or silver, it is not essential 
to this end that it should be made exchangeable for gold or silver coins. 
Previously to the resumption of specie payments by the Bank of England 
in 1821, she was obliged to give bars of assayed bullion in exchange for 
her notes, according toa plan suggested by the late Mr. Ricardo; and 
there can be no doubt that this obligation would have sustained the value 
of paper quite as effectually as it is sustained by the obligation to pay in 
coin of the legal weight and purity, at the same time that it would have 
saved the greater part of the heavy expense occasioned by the use of me- 
tallic money. But, how important soever, these were not the only consid- 
erations that had to be attended to. The discovery of means for the pre- 
vention, or at least diminution, of the forgeries to which the substitution of 
notes in the place of guineas had given rise, was indispensably necessary 
to the maintenance of Mr. Ricardo’s plan; and notwithstanding all the 
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efforts that have been made, this desideratum has not yet been supplied. 
Forgery in the larger description of notes, or in those for £5 and upwards, 
may with due precaution be prevented from becoming injuriously preva- 
lent. But low notes, or those of the value of £1 or £ 2, having to circu- 
late amongst the laboring classes, and in immense numbers, present facili- 
ties for the issue of spurious paper, which it has been found impossible 
materially to diminish. Hence, in 1821, the plan of paying in bars of 
bullion was abandoned, and the Bank of England recommended paying 
in specie. 


(Conclusion in our next No.) 


BANK ITEMS. 


as aine.— The following laws were passed at the late session of the Maine Leg- 
islature : — 

1. An Act to incorporate the Waterville Bank. 

2. An Act to incorporate the Exchange Bank at Bangor. 

3. An Act to incorporate the Merchants’ Bank at Bangor. 

4. An Act to incorporate the Union Bank at Brunswick. 

5. An Act to incorporate the Weskeag Bank. 

6. An Act to increase the Capital Stock of the Manufacturers and Traders’ Bank 
of Portsmouth. 

7. An Act to incorporate the Richmond Bank. 

8. An Act to reduce the Capital Stock of the Kenduskeag Bank. 

Also, Acts relating to the Maine Bank and the Commercial Bank. 


Bancor.— The Merchants’ Bank, chartered in 1850, will probably soon commence 
operations at Bangor. The plates are in course of preparation. 


Massacuusetts.—The Tradesmen'’s Bank, at Chelsea, commenced operations 
early in September. Capital authorized, $150,000. Isaac Stebbins, Esq., is chosen 
President, and William R. Pearmain, Esq., Cashier. A building has been erected 
capevesly for the institution, with ample accommodations for Insurance Offices. 
The plates for the Tradesmen’s Bank have been engraved by the New England 
Bank Note Co., 204 Washington Street, Boston. 


Bayx or Nortu America, Boston. — At a meeting of the stockholders of the 
Bank of North America, held the 18th September, the following gentlemen were 
chosen Directors : — George W. Crockett, Charles Rice, Charles Lon Isaac Rich, 
Jonathan W. Pottle, Charles M. Scudder, Wm. 8. Eaton, Joseph C. Bates, Clement 
Willis, Thomas Nickerson. 

At a meeting of the Directors, held immediately after the adjournment of stock- 
holders, George W. Crockett, Esq., was chosen President, and John R. Hall, Esq., 
appointed Cashier. 

e understand that this bank will occupy the new stone building, No. 99 State 
Street, and will commence operations on the third day of October. 


Biacxstone.— The Worcester County Bank, at Blackstone, commenced business 
on the Ist day of July last, with a cash capital of $100,000. President, Henry 8S. 
Mansfield, Esq. ; Cashier, Alexander Ballou, Esq. 


Sprincrietp. — The John Hancock Bank, at Springfield, will commence business 
about the 15th of October, with a capital paid up of $50,000, being one half the 
capital authorized by the charter. Joseph Mt. Thompson, Esq., President ; Edmund 
D. Chapin, Esq., Cashier. The engraved title of the bank, on its notes, is a fac- 
simile of the signature of John Hancock, as it appears in the Declaration of Inde- 
pendence. 


Vermont.—The Merchants’ Bank, at Burlington, commenced business in May 
last. The present capital is $150,000. President, T. Follett; Vice President, A. L. 
Catlin ; Cashier, Horatio 8. Noyes, Esq. 
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Ruope Istanp.—Tully D. Bowen, Esq., was, on the 5th August, elected Presi- 
dent of the Blackstone Canal Bank at Providence, in place of John Carter Brown, 
Esq., resigned. 

Hopxintoy.— The Hopkinton Bank, Rhode Island, was organized on the 5th 
August by the election of eleven Directors, Stephen A. Wright, Esq., President, and 
Daniel M. C. Stedman, Esq., Cashier. 


Bristot. — Shubael Hutchins and James G. Anthony have been appointed Special 
Commissioners, by the Rhode Island Legislature, to examine into the condition of 
a Eagle Bank of Bristol. The bills of this bank are not taken at the Suffolk Bank, 

oston. 


Srate Bank, Provipence. — Notice has been given to the stockholders of the 
_ State Bank at Providence, to pay in their second instalment of ten dollars per 
share. 


Marytanp.— Books of Subscription to the Farmers and Mechanics’ Bank of 
Kent County will be opened, on the second day of September, at Chestertown, Md. 


Havre pe Grace.— The Havre de Grace Bank stopped payment in the latter 
part of August. Owing to the defective laws of the State of Maryland, in reference 
to banking, no public statements are made by their country banks, and the com- 
munity are not informed of the liabilities or resources of this institution, which is 
generally believed to have been got up by speculators. 


Cuarveston.— Charles M. Furman, Esq., Cashier of the Bank of the State of 
South Carolina, at Charleston, was, on the Sth August, elected President of that in- 
stitution, in place of the late Franklin H. Elmore, Esq. T. R. Waring, Esq., has 
been elected Cashier, in place of Mr. Furman. 

Kentucxy.—S. H. Bullen, Teller of the Bank of Kentucky at Louisville, has 
been chosen Cashier of that institution, in place of George C. Gwathmey, Esq., 
deceased. 

Norruern Banx.— William B. Clifton, Esq., has been chosen President of the 
Northern Bank of Kentucky, at Louisville, in place of Chapman Coleman, Esq., 
deceased. 

Farmers’ Banx.— John G. Lair, Esq., has been elected Cashier of the Branch 
Farmers’ Bank of Kentucky, at Somerset, in place of the late John B. Curd, Esq. 


Tennesser. —Frederick William Smith, Esq., has been chosen Cashier of the 
Branch Union Bank of Tennessee, at Memphis, in place of Henry C. Walker, Esq., 
resigned. 

New York. —P. M. Bryson, Esq., teller of the Phenix Bank, City of New York, 
has been elected Cashier of that institution, in place of N. G. Ogden, Esq., resigned. 


Warertown. — The Citizens’ Bank of Watertown commenced operations about 
Ist September. President, J. C. Dunn, Esq.; Cashier, H. A. Dunn, Esq. 


EDITORIAL CORRESPONDENCE. 


Kentucky, Aug. 9, 1850. 
J. Surru Homans, Esq., Editor Bankers’ Magazine. 

Dear Sir: —In the present August number of your Magazine, after stating the 
dividends declared by the banks of a in July last, you say that “dividends 
not called for in six months will revert to the banks.” This is an error. Unclaimed 
dividends never have reverted to the banks. Your mistake arises, I presume, from 
the fact, that the last Legislature of Kentucky passed an act requiring the Kentucky 
banks, after the Ist of January in each year, to publish the names of stockholders, 
with the amount of dividends due them; and which has remained unclaimed for one 
— or more. You will, no doubt, be eae to — the error into which you 

ave fallen. spectfu 

" és * senaneee, Cashier. 
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Stocks and Exchanges. 


State SxecuritiEs, Sept. 23, 1850. 


Massachusetts, 5percent., 1859 
« “ sterling, 

New York, 1860 

« 1865 

1858 

1866 

1879 
past due, 


“ 
“ 
Pennsylvania, 
“ 
“ 


Maryland, ° 
“ . . . 


sterling, 


“ 
Virginia, 
South Carolina, 
Ohio, 
“ 


1856 
1870 
1851 


“ 


Kentucky, 
“ 


AMA AnanaMaaawranaaaan 


Tennessee, 
“ 


Indiana Bonds, 
Indiana State, 5 ‘ 
Aisheme, 5 ° 
6 ° 
Arkansas, 6 ° 
Illinois Int. Imp. Stock, . a s, 8 
“ Interest Stock, . . .- 


100 to 101 


105 “ 


111 “112 
117 “118 
1054 “ 106} 
1054 “ 107 
107 “ 1074 
99% “ 1004 
92 Sales 
1034 “ 104 


“ 


90 


«101 
“101 
“ 104 
“ 102 
“ 1124 
“e 104 

1064 “ 107 


“ 


“ 


88 
88 


“ 106 


BatTimore, Sept. 23. 


Baltimore, 6 per cent., 
B. oa Ohio R. R. Stock, 
« Bonds, 1854 
“ “ Div. Bonds, 
Bank of Baltimore, . . 
Merchants’ Bank, . . - 
Union Bank,. . ..- - 
Mechanics’ Bank,. . . 
Commercial and Farmers’, 
Western Bank,. . . - 
Farmers and Planters’, . 
Chesapeake Bank, . . 
Marine Bank, ... . 
Farmers and Merchants’, 
Franklin Bank, . . 4 
Farmers’ Bank of fMarylan, 50 
Patapsco Bank,. . . . 2 


100 

100 
15 
15 
33} 
20 
25 
25 
30 
40 


734 “ 


55 
80 
85 


1890 107} to 1074 


74 


100 “ 101 


934 “ 
96 “ 
994 “ 
70 « 
163 ““ 
38 “ 
21 “ 
274 “ 
% “ 
29% “ 
40 “ 
114 “ 
50 “ 
234 « 


4 
97 
101 
71 
17 
40 
214 
28 
27 
30 
42 
12 
51 
25 


PHILADELPHIA, Sept. 23. 


U.S.,6 percent., 1856 
“ “ 1862 
“ “ 1867 
1868 
1868 
1853 


“ “ 


“ Coupons, 
“ 5 per cent., 


“ Treasury Notes, 6 p. cent., 114 


Philadelphia, 6 per cent., 
Nashville, 6 per cent., 
Alleghany, “ 


100 
100 


108 to 1084 
1124 “ 113 
1154 “ 116 
116 “ 1164 
7 

102 “ 1024 
“115 
“ 105 
“« 93 
“ 874 


104 
92 
87 


Cincinnati, 6 p. ct., water-works, 1003 “ 101 


Pittsburg, 6 per cent., coupons, 
St. Louis, “ Se aris 
Bank of Pennsylvania, 

« North America, 
Philadelphia Bank,. . 
Farmers and Mechanics’, 
Commercial Bank, . 

B. Northern Liberties, 
Mechanics’ Bank, 
Southwark Bank, . 
Kensington Bank, . 

B. Penn Township, 
Western Bank, . ° 
Manuf. and Mechanics’, . 
Bank of Commerce, . 
Girard Bank, . °° 
Bank of Pittsburg,. . 
Exchange Bank, 
Merchants and Manvf., 
United States Bank, 
Bank of Louisville, 
Northern Bank, Ky., . 
Bank of Kentucky, . 
Union Bank, Tennessee, 
Planters’ Bank of Tenn., 
N. O. Gas Light Bank. Co., 
Morris Canal, . . . . 
Reading Railroad, . . . 

“ Bonds Cp cent., 187 

“ Mortgages, 1860, 
Com. and Vicks. R. R. B, 100 
Phil.and Trenton Railroad, 100 
Phil., W., Balto. Railroad, 50 
Harrisburg Railroad, 50 
Schuylkill Navigation, 50 
Camden and Amboy R. R. 100 


100 
100 
100 


SSSasE 


SSRs 


iu 


Sg 


914 “ 92 
95 “ 97 
114 “1143 
138 “ 139 
1394 “ 140 
694“ 70 
62 “ 
2 “ 
293 « 2 
72 « 
63 « 
29 « 
64 « 
274 2 
63 “ 
124 « 
514“ 53 
473 « 
52 « 
Wy“ 2 
1024 “ 103 
108 “ 110 
105 “ 1054 
664“ 67h 
66% “ 70 
114 “115 
16§“ 17 
29% “ 
T5R “ 
79 “ 
153 “ 
129 “131 
95 “ 25% 
46 « 464 
, 564“ 57h 
132 “ 133 
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New York, Sept. 23. Boston, Sept. 24. 


Bills on London, 60 days, . . 110 to110}| Boston, 6 per cent., 1853, . . 102 to 102% 
“ Paris, G60days, . .. 5224“ 520 my ti 1860, . . 100 “ 
Amsterdam, . . . . 40)“ 404) East BostonCo., . .... 15§“ 
Hamburg,. . . . . Sdg“ ~ Atlantic Bank, . . . . . . 112 “115 
ete, 6 i | | Atlas Bank, ....... GQ“ 
N. Y. City, 7 = —, 1857 111 “ 118 Boston Bank € eed o «0, a * oe 
“ 5 1856 102 “104 | Boylston Bank, ‘ - 106 “107 
5 “W.Ln.,1858 102 “ 1023) | City Bank, . . - + 104 “104% 
Brooklyn City, 6 per cost, 104 “ 106 | Cochituate Bank, - 102“ 103 
Albany “« 6 “ . + 1034 “ 1054 | Columbian Bank, oo « He 
Columbus “ 7 “ - + 97 “100 | Eagle Bank,. . o « 10 “16 
Erie R. R. Bonds, Ist Mortgage, 1064 Sales | Exchange Bank, ce « « MGS 
Hudson River R. R. Bonds, . 99 “ 99§| Freeman’s Bank, ° - 110 “111 
Hartford and New Haven R. R., 118 “120 | Globe Bank,. . ° « « See 
Erie R.R. Bonds, 2d Mortgage,7 99 “ Granite Bank, . . . . - 103 “ 104 
Syracuse and Utica, . . . 8 123 “125 | Grocers’ Bank,. .. . - 101 “102 
“ Rochester, . 100 “ Hamilton Bank,. . .... 108 “ 
Long Island Railroad, . . 12 “ 13 | Market Bank (par70), . . . 82 “ 8 
Providence and Stonington, 38 “ 40 | Massachusetts Bank (par 250), 240 “245 
N. Y. and New Haven R.R., . 106 “108 | Mechanics’ Bank,. . . . . 107 “108 
Paterson Railroad, . . . . 95 “100 | Merchants’ Bank, . . . . . 112 “113 
Tonawanda Railroad, . 115 “116 | New England Bank, . - - 112 “1S 
Harlem Railroad, oc o « CY North Bank, . * ..... Gl “18 
Mohawk Railroad, .. . 81 “ 82 | Shawmut Bank,. . ... . 106 “107 
Utica and Schenectadyp. . . 140 “ Shoe and Leather Dealers’ Bank, 114 “ 116 


Hudson River Railroad,. . = * State Bank (par60), . . . . 64 “ 644 
- « 135 “136 


Bank of New York, 
Manhattan Bank, 
Merchants’ Bank, 
Mechanics’ Bank, 
Union Bank, . 


-10 136 “140 | Suffolk Bank, . ... 
Tt mM * Traders’ Bank, . . 
-10 118 “120 | Tremont Bank,. . 


-10 122 “125 | Union Bank,. . . . 


10 130 “132 | Washington Bank,. . 


104 
. 1043 
. 108 

101 


“ 105 
“ 105 
“110 
“« 102 


Bank of America, . . . .8 109 “ Boston and Lowell R. R. (par 500),565 “ 570 
City Bank, .... -10 120 “122 as Maine Railroad, . 105} “ . 
Phenix Bank, . . . . - 7 1034“ - Providence Railroad, 794 “ 
Tradesmen’s Bank, . . 15 140 “143 - Worcester - 984 “ po 
Fulton Bank,. . . . . 10 120 “122 | Concord Railroad (par 50),. . 554 “ 

Del. and Hudson C.Co., 24 150 Sales | Connecticut River Railroad, . 83 “ 
Butchers and Drovers’, . 10 130 “135 | Eastern Railroad, . . . . . 101 “ 
National Bank, . . . . - 8 116 “118 | Fall River Railroad, . . . . 85 “ 85% 
Merchants’ Exchange, . - 8 116 “118 | Fitchburg Railroad, . « . . 1103“ 1104 
Leather Manufacturers’,. . 8 110 “112 | Hartford and New Haven R.R., 118 “ 120 
Bank of the State of N. Y., 7 104 “105 | Nashuaand Lowell Railroad, . 1084 “ 109 
Bank of Commerce, . . . 8 107$ Sales | Norwichand Worcester Railroad, 48 “ 
Mech. Banking Association, 7 994“ 100 | Northern Railroad, . . . . 674“ 
American Exchange Bank, 10 118 “120 | Old Colony Railroad,. . . . 56 “ 

N. Y., L. L., and T. Co.,. . 8 119§ “ 125 | Stonington ag ee 3) ae 
Farmers’ L. and T. Co.,. . 434 “ 44 | Vermont and Mass. Railroad, . 27} “ 
Ohio Life and T.Co., . - 103 “104 | Vermont Central Railroad,. . 294% 29% 
Caan Ge. 2 as es SERS Western Railroad,. . . . . 1019“ 
Bank of Louisiana, . . .10 120 “ Albany W. Railroad, 6 per cent., 106 “ 
Louisiana State Bank, . .10 92 “ 96 | Michigan Central Railroad, . 85 “ 86 
N.O. Canal and B.Co.,. . 6 884 90 | New Bedford and TauntonR.R.,107 “ 108 
Mech. and Traders’ N.O., . 8 92 “ 98 | Rutland Railroad, . .... S51 “ 52 
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MISCELLANEOUS. 


New Booxs.— The North British Review, No. 26, for August, 1850. Contents : — 
1. The Scottish Universities. 2. Pendennis—The Literary Profession. 3. The 
Rise, Progress, and Present Structure of the English Language. 4. Tubular Bridges 
— Messrs. Stephenson and Fairbairn. 5. The Liberties of the Gallican Church. 
6. The Poetical Works of Wordsworth. 7. The Method of the Divine Government, 
Physical and Moral. 8. In Memoriam. 9. Trial of Professor Webster. 10. Chris- 
tianity in India. Published quarterly. Three dollars per annum, or eight dollars for 
the four Quarterlies. Leonard Scott & Co., New York. 


The Edinburgh Review, No. 256, July, 1850. Contents: —1. Quetelet on Prob- 
abilities. 2. Merivale’s History of Rome under the Empire. 3. Church and State 
Education. 4. Merimée’s History of Pedro the Cruel. 5. Blackie’s Lyrical Dramas 
of Zischylus. 6. Goethe’s Festival. 7. Guizot on the English Revolution. 8. The 
African Squadron — Reports on the Slave Trade. 9. The Gorham Controversy. 
Published by Leonard Scott & Co., New York. 

The first article in this No. particularly deserves the attention of Life Insurance 
Companies. Among many curious facts stated, it observes that “ the number of pos- 
sible hands at Whist (regard being had to the trump) is 1,270,027,119,200,” or more 
than twelve hundred and seventy thousand millions. 


The Farmer's Guide to Scientific and Practical Agriculture. Detailing the labors of 
the Farmer, in all their variety, and adapting them to the seasons of the year as they 
successively occur. By Henry Stephens, F’. R. 8., Edinburgh, and John P. Norton, 
M.A., Protessor of Scientific Agriculture in Yale College, New Haven. The eighth 
No. of this valuable series has been issued by Messrs. Leonard Scott & Co., 79 Ful- 
ton Street, New York. This work will embrace every subject of importance con- 
nected with agriculture in all its various branches, both theoretical and practical. 
“ Science, in as far as it has, up to the present time, been made available to Practice 
by Ezperiment, will be treated in its relation to every operation as it occurs in the 
course of the seasons.” The work is arranged under four distinct heads, represent- 
ing the seasons, beginning with Winter and ending with Autumn, with observations 
on many important operations not included in the ordinary routine of farming, such 
as “ Jalaing of Land,” “ Stocking a Farm,” “ Improvement of the Soil,’ &c. The 
whole series will consist of twenty-two Nos. of 64 pp. each, the eighth No. of which, 
now issued, comprises the following topics: —Thrashing and Winnowing Grain, 
Forming Dunghills in Winter, On Composts, Liquid Manure, Claying the Soil, with 
24 pages by Professor Norton. Price twenty-five cents per No. 


Shakspeare’s Dramatic Works. Published by Phillips, Sampson, & Co., Boston. 
This edition is printed in the best style, — superfine paper, large octavo. Each No. 
comprises one play, with copious preliminary observations, and interspersed with 
notes by eminent annotators. No. 18 comprises King Richard II. No. 19, Kin 
Henry IV. No. 20, Second Part of Henry IV. No. 21, King Henry V. No. 22, 
King Henry VI. No. 23, Second Part of Henry VI. With fine steel engravings of 
the Levey of Richard II.; Lady Perey; Lady Rorthumberland ; Princess Katharine 
of France ; Joan of Arc; Queen Margaret. Price twenty-five cents per No. 


The Southern Literary Messenger, September, 1850, has made its appearance. Its 

rincipal contents are as follows :— 1. Education in the Navy. 2. General Zach 
Taylor. 3. Cornstalk, the Shawnee Chief. 4. Story of a Clock. 5. Home Annals 
by Mrs. Jean Wood. 6. The Sword. 7. From our Paris Correspondent. 8. Judith 
Bensaddi. 9. Schediasmata Critica. 10. Letters from New York. Besides literary 


notes and a volar of original poetry. Published monthly by J. R. Thompson, 


Richmond, Va. 


Free Banxine 1n Canapa.— Hon. W. H. Merritt has introduced into the Cana- 
dian Legislature a bill for establishing “Freedom of Banking in the Province, and for 
other Purposes relative to Banks and Banking.” It resembles in many respects our 
own free banking system. It repeals all existing laws in opposition to its provisions, 
excepting so far as penalty under them is concerned : prohictte all parties, except the 
present chartered banks, from banking, unless in accordance with the provisions of 
this act. Bank-notes may be issued for any sum less than £5 and over 5s. It pro- 


ive dollars per annum. 
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hibits the circulation of foreign bank-notes for less than $5. Individuals, limited 
partnerships, or companies may embark in paahiny provided that the capital stock 
of an individual shall not be less than £10,000; of a limited partnership, £15,000 ; 
and of a company, £25,000. A company is to consist of not less than 5 persons, 
with shares of £25 each. Shareholders to be liable only for the debts of the cor- 
— to twice the amount of their respective shares. All parties commencing 
anking cannot do so “until they shall have respectively deposited in the hands 
of the Receiver-General, for the urposes of this act, debentures or other securities 

aranteed by the government of this Province, under the authority of the Legis- 
ature thereof, and bearing interest, at the rate of six per centum per annum,” to 
amounts such as we have already mentioned. These will be held by the Receiver- 
General in pledge for the due redemption of the bank-notes of the bank so deposit- 
ing. On these securities being given, the Inspector-General will issue bank-notes to 
the amount deposited, numbering and countersigning them himself, or authorizing 
some clerk to do so. The plates are to be furnished by and at the expense of the 
bank. After the notes are signed by the proper officers of the bank, they will be a 
legal tender ; and so long as the ban ull ait such notes in specie on demand, they 
will be receivable in payment of all public duties, &c. Companies may either in- 
crease or withdraw the amount of their deposit, of course taking or returning notes to 
the amount. If any bank shall fail to pay its notes in specie, at the office of the bank, 
it may be qretenall for non-payment, and on a copy of the note and protest being for- 
warded to the Inspector-General, he will require it to be paid, with the expenses, and 
if this is not done within ten days, he will close the bank, and proceed to “ wind 
up”’ its affairs. 

A list of shareholders is to be hung up in a conspicuous place in every bank. 
Shares are to be personal property. The total liabilities are never to exceed three 
times the amount of the capital. Any existing banks may avail themselves of the 
provisions of this act, but if they do not choose to do so, their charters will be re- 
spected. No bank duties are to be payable on notes secured by deposit as — in 
this act. A statement of capital, circulation, liabilities, &c., is to be laid before Par- 
liament every session. 

The measure is said to be very popular, and although opposed by those interested 
in the existing banking institutions, will probably pass. — Buffalo Com. Advertiser. 


Tur Coat Trape.—The Philadelphia North American has a calculation and 
comparison of the Pennsylvania coal trade of this season with that of the last, show- 
ing that the Schuylkill Canal will bring down 224,280 tons less than last year; the 
Lehigh Company 164,052 less, and the Reading Railroad 139,301 more than last 
year. Deducting this excess of the railroad supply from the deficit on the canals, 
there remains a balance of 249,031 tons, or, in round numbers, 250,000 tons, against 
the business of this year, as compared with that of 1849. It adds, — 

“It would appear certain, therefore, from the figures, that the supply of anthracite 
from these sources this year will be short at least 250,000 tons; and we are informed 
that the Delaware and Hudson Company will have great difficulty in ag their 
supply up to the last year, and in fulfilling the contracts made last spring. e pe- 
riods assigned for the resumption of business by the Lehigh and Reading Companies 
are the earliest possible. Every day’s delay beyond the time will add 10,000 tons to 
the deficit. And in allowing 43, tons a week, consecutively, as the supply by the 
railroad, we have estimated the highest power of the machinery, and the utmost ac- 
tivity in loading the cars at the mines and in discharging them at Richmond.” 


Marvianp Fivanoxs. — Fifty per cent. of the outstanding balance of the Funded 
Arrears Stock of the State will be redeemed at the Loan-Office in this city on the 
1st of October, 1850. We are happy to learn from a reliable source, that the remain- 
der will probably be paid before alr of the ensuing year shall have elapsed. After 
the small remainder shall have been paid, the State will pay $50,000 less in annual 
interest than she did in the years 1848 and 1849, being more than the net interest 
which she pays (State tax of one fourth of one per cent. on the valuation of 85 cents 
deducted) on $1,000,000 of five per cent. stock. The State will also have a new 
fund for redeeming or purchasing the remaining debt, which will be about equal to 
one half of the net interest on the Sinking Fund two years ago. 

It will thus be seen that a continuance of the present taxes for a few years longer 
will enable the State to redeem entirely that portion of her debt now overdue, leav- 
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ing the provision for interest on the stock which has a long time to run the rend 
charge upon the Treasury. The stamp tax, as well as other temporary taxes, whic 
are so severely felt by the citizens of all parts of the State, may then safely be re- 
moved, as they will of course be no longer necessary. This last claim on the 'Treas- 
ury will, it is confidently believed, be redeemed within less than fifteen years by the 
sure operation of the Sinking Fund, as well as by the purchase and cancelling of the 
stock with the surplus revenue of the State. — Balt. American. 


New Jersey Banxs.— Until very recently, Thompson's Bank-Note Reporter has 
been accustomed to class the Union Bank of Sean . J.,.and the Commercial Bank, 
at Perth Amboy, in the same category. Both have for years, according to that re- 
doubtable sheet, been on the eve oF breaking ; and the public have been continually 
warned to beware of their bills. For some reason unknown to us, the Reporter has 
ceased blackballing the Union Bank, and expresses no doubt of its soundness, al- 
though it is in fact no more sound than it was last January, when the Reporter repre- 
sented it as on the eve of breaking. It was then, and is now, in a prosperous and 
healthy condition ; in addition to the capital, which was then, and is now, unim- 
paired, the nine Directors, who are together worth double or treble the circulation of 
the bank, were then, and are now, personally liable for every dollar of it; and there 
was then, and is now, no other reason for questioning its solvency than what lies in 
some personal pique or unfounded prejudice. We are not so well acquainted with 
the atthics of the Cesnansocial Bank of Amboy, but, as it was so long classed with the 
Union Bank of Dover by the Reporter, we naturally inferred that their responsibility 
was about equal. We believe so still ; and none the less because of the Reporter's 
instructions to the contrary. The nine Directors are personally liable by the charter 
for all the circulation, and are known to be men of substantial property to several 
times the amount of the capital of the bank. Its bills are readily taken by the brokers 
at 4 per cent. discount, which is 3-8ths better than those of most of the interior banks 
of our own State. —V. Y. Journal of Commerce. 


Micuicay.— The following is the article on banks contained in the new constitu- 
tion of Michigan. The constitution, as a whole, is yet to be submitted to a vote of 
the people of the State : — 

Sec. L Corporations may be formed under general laws; but shall not be created 


by especial act, except for municipal eae All laws passed pursuant to this 
section may be altered, amended, mA so aled. 

2. No banking law, or law for banking purposes, or amendments thereof, shall 
have effect until the same shall, after its passage, be submitted to a vote of the electors 


of the State, at a general election, and be approved by a majority of the votes cast 
thereon at such election. 

3. The officers and stockholders of every corporation or association for banking 
purposes, issuing bank-notes or paper credits to circulate as money, shall be individu- 
ally liable for all debts pomncd. during the time of their being officers or stock- 
holders of such corporation or such association. 

4. The Legislature shall provide by law for the registry of all bills or notes issued or 
E in circulation as money, and shall require security in the full amount of notes and 

ills so registered in State or United States stocks, bearing interest, which shall be de- 
posited with the State Treasurer for the redemption of such bills or notes in specie. 

5. In case of the insolvency of any bank or banking association, the bill-holders 
thereof shall be entitled to preference in payment over all other creditors of such bank 
or association. 

6. The Legislature shall pass no law authorizing or sanctioning the suspension of 
specie payments by any person, association, or corporation. 

7. The stockholders of all corporations and joint-stock associations shall be indi- 
vidually liable for all labor performed for such corporation or association. 


Bevcium.— The National Bank of Belgium has been organized, and the Brussels 
papers have published a royal decree appointing M. de Haussy to be the Governor. 


Mositx.— We learn from good authority, that the fine edifice on the northwest 
corner of Royal and St. Francis Streets, known as the Banking House of the Branch 
of the State Bank at Mobile, was sold, on the 19th of August, for $ 25,000. 
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Notes on the Ploneyp Market. 


Boston, 25tTH SertemBeER, 1850. 


Exchange on London, 60 days, 110 to 1104. 


THERE are numerous indications of approaching activity in business. Gold continues 
to pour in from California, — new banks are springing up in various States, — every depart- 
ment of manufactures is pressed with orders,— money is abundant for legitimate opera- 
tions, and scarce only where it is required for undue speculation. There is a perpetual 
flow of foreign capital to our shores, because it finds more profitable returns, both in legal 
rates of interest and in ordinary investments. 

The gold deposits for coinage at the Mint have been as follows :— 


From Ist January to 3lst August, 1850, . . . . « «. « « § 17,041,210 


Prior to Ist January, 1850, from California, ° é ° ‘ ° - 4,558,000 
Received per Steamship Philadelphia, September, 1850, gece lec ° 1,200,000 
Received per Steamship Ohio, September, 1850, _. ‘ 3 ‘ . ° 500,000 





ae ee ee ae ee ell 


The gold coinage from Ist January to 31st August was $ 14,501,000. 

The export of specie from New York to Europe since the Ist of January last has been 
$ 5,500,000. But little is shipped from other ports. Coin will continue to leave us as long 
as the rates for sterling bills remain as at present. Bills for the Liverpool steamer of this 
day may be quoted at 10 to 104 premium for prime signatures, while others, less known, 
are negotiated at 94 to 10. 


On Paris, 60 days, ° ° . ° ° . ° - ° - 5223 to 5.20 
_ ahovteigtt, «© 1. «© © © « « » « Gi eeess 
On Amsterdam, . ° ° ‘ eo i? me s « «+ « See ae 
On Hamburg, . ° ° oy a . aie ey gr 359 to 36 
On Bremen, Ae ie ee a ee ee el 


There is an evidently increased disposition to speculate in stocks. A large advance has 
taken place in Reading Railroad Shares. Illinois Internal Improvement Stock, for 1847, 
has been in great request at an advance of 3 to 4 percent. This latter rise may be attrib- 
uted to the recent donation, by Congress, of three millions of acres of land in L[llinois to 
aid the Chicago and Mobile Railroad. This projected improvement is intended to run 
from Chicago on the north to the southern confines of the great State of Illinois. If car- 
ried into effect, this great scheme will largely develop the agricultural resources of that 
State, already represented by the Commissioner of Patents to be annually as follows :— 


Indian Corn, bushels, . . 40,000,000 Rye, bushels, tae 170,000 
Potatoes, “ . 8 2,300,000 Buckwheat, sg e « « 130,000 
Wheat, “ ° - 5,400,000 Hay, tons, . ° 4 450,000 
Barley, « ee 120,000 Hemp, . ar aia 600 
Oats, e - + 5,000,000 


A judicious system of internal improvement in Illinois and Missouri will promote the 
sales of public lands, encouraging still further emigration, and furnish a more ready market 
for the immense surplus produce of that region. 

The export of cotton to Europe for the year ending Ist September, 1850, has reached 
1,600,000 bales, against 2,200,000 bales for the preceding year. The prices of this impor- 
tant staple are somewhat reduced in Europe within the last thirty days, but they are not 
much affected in the Atlantic States. The past year’s cotton history may be set down as 
follows, for which we are indebted to the New Orleans Price Current. 
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The following table will exhibit the course of the market more particularly, the quota- 
tions given being for Low Middling to Good Middling Louisianas and Mississippis, with the 
rates of freight to Liverpool, and of sterling bills, at the same dates :— 

Low Middling to Freight to 
Good Middling. Sterling. Liverpool. 
q Per cent. prem. Per lb. 
Sept. 15, 94 to 10. 7-16d. 
Oct. 3, ‘ 9 tol 13-32 to 7-16d. 
“ Nov 3,. ‘ 9 to 10 

= sl . 74 to 8} d. 

1850, Jan. 2, . 7 to 7 13-32 to 7-16d. 

“a 


Feb. 4, ‘ 74 to 8 5-16 to fd. 
“ Mar. 2,. ° “ 74 to 8 5-16 to gd. 


1849, 
“ 


“ April 3, to 8} $ to 5-16d. 

“ Mayl,. . » 11g to 124 9} to 10} to 3-16d. 
June 1, . Lib to 12§ 9 to 10 5-32 to 3-16d. 
oe...” Ue RS 9 to 98 3-16 to $d. 

“Amg3, . . . Wwlh 94 to 104 11-32d. 

We have adverted in several instances, recently, to the formidable extent of foreign im- 
ports into this country. Boston, New York, and Philadelphia exhibit increased amounts as 
compared with former years, and we are now paying in part for this excess, in coin. 

The imports for the fiscal year ending 30th June, 1850, were, — 


At New York, . a * . ° - ° o § 113,752,000 
At Boston, . ; ; " ‘ - 28,660,000 
At New Orleans, . ‘ ie neg? ot ee te 10,900,000 


The excess of the past year, as compared with 1848 - 49, is more than equivalent to all the 
gold that California has sent us for the same period. 

The banking system of the Union is becoming widely extended,— not too rapidly, we 
think, for the wants of the business community. The new Bank of Commerce, in Boston, 
commenced operations in August, with a capital of $750,000; and the new Bank of North 
America will, we are informed, get into operation during the coming month of October. 
In addition to these, there are new banks at Springfield, Lowell, Blackstone, and Chelsea. 

The up-town merchants of New York are also engaged in organizing a new bank, to be 
called the Empire City Bank, to be located at the corner of Hudson and Canal Streets. A 
new bank is also projected at Charlotte (North Carolina) in addition to the Branch of the 
State Bank at that place. 

There is an unpleasant feeling existing between the Indiana banks and those of Ohio, 
arising from recent calls for specie. This jealousy and spirit of opposition are entirely un- 
called for. There is abundant room for all their banking concerns, in both States, without 
infringing upon each other. A spirit of conciliation and forbearance would be more indi- 
cative of true banking principles. A certain esprit du corps is essential among kindred 
institutions, and in none more fully that in those whose life is credit. Whatever injures 
one will injure the whole body, and no possible good can arise from a disposition to impair 
the resources or the credit of sister banks. 

The great State of Ohio, with its two millions of people, has at this moment less banking 
capital than the little town of Providence. Sound banking would, therefore, demand of 
Ohio to nurse all its money resources, and to forbear all spirit of opposition to its neighbours. 
All the banks of the West are well provided with coin and with Eastern exchange. In fact, 
there is an unnecessary accumulation throughout the West, —as an instance of which, it 
may be stated that the only bank in St. Louis holds more coin than is considered neces- 
sary for the banks in Boston, at which point nearly all the bank circulation of New Eng- 
land is redeemed. 


DEATH. 
At Orwext, Vermont, on Friday, 13th September, after an illness of five minutes only, 
William B. Martin, Esq., Cashier of the Farmers’ Bank, Orwell. 





